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FOREWORD 


By  DAVID  J.  WOODLOCK 

M  anager-Treasurer , 
National  Retail  Credit  Association 


CHANGING  times  demand  a  modern,  comprehensive, 
thorough  text  on  retail  credit.  We  have  entered  a 
credit  age.  In  the  past  ten  years  the  volume  of  retail  credit 
in  dollars  has  increased  at  an  amazing  rate.  The  propor- 
tion of  retail  credit  volume  shows  a  general  condition  of  in- 
crease, gradual  in  some  trades  and  sections,  rapid  in  others. 

There  is  evolution  in  retail  credit  methods.  It  is  only  re- 
cently that  the  professional  credit  man  has  come  to  be  an 
important,  recognized  figure  in  retailing.  The  elements  of 
credit  control  are  securing  wide  recognition.  Credit  ef- 
ficiency indicia  by  trades  have  come  to  exist  in  important 
volume.  Performance  standards  are  being  set  up.  It  has 
been  discovered  that  sound  credit  involves  regard  for  store 
finance,  and  that  psychological  skill  in  the  credit  man  is  a 
prime  requisite. 

The  development  of  cooperation  among  retailers  for 
credit  extension  has  been,  during  recent  years,  a  movement 
of  profound  significance.  There  has  been  established, 
through  local  credit  associations,  regional  associations,  and, 
finally,  a  national  association,  a  mechanism  for  credit  educa- 
tion and  control  which  is  basic  in  modern  credit.  Credit 
cooperation  has  become  as  inseparable  from  retail  credit  as 
the  use  of  ledgers. 

The  National  Retail  Credit  Association,  organized  in  1912 
as  the  Retail  Credit  Men's  National  Association,  had  grown 
to  a  membership  of  over  17.000  in  the  spring  of  1928.     The 
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affiliated  local  credit  bureaus  now  number  approximately 
one  thousand. 

This  book,  Retail  Credit  Practice,  an  exposition  of  the 
])rinciples  and  methods  of  modern  retail  credit,  takes  full 
cognizance  of  changing  conditions.  It  is  the  only  book  so 
far  published  which  treats  the  subject  of  retail  credit  in  its 
entirety.  In  contributing  to  store  volume,  sound  credit 
methods  are  more  important  than  sales  promotion,  adver- 
tising, training  of  sales  force,  and  store  displays.  This  book 
considers  fully  the  productive  basis  of  retail  credit,  showing 
in  detail  how  it  should  be  handled  to  produce  greatest  net 
profit. 

On  the  basis  of  a  nationwide  study,  the  authors,  qualified 
by  long  experience,  have  so  treated  their  subject  as  to  cover 
the  entire  field  of  retailing,  both  small  and  large  stores. 
They  offer  a  sound  and  thorough  text,  and  I  take  pleasure 
in  introducing  and  commending  it. 
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RETAIL 
CREDIT   PRACTICE 

CHAPTER  I 
CREDIT  E\  MODERN  RETAILING 

CREDIT  understandings  arise  spontaneously  in  the  rela- 
tions of  children  at  play,  and  among  child  races.  Fun- 
damentally, the  credit  principle  is  a  simple,  human  thing. 
A  buyer  obtains  goods,  or  services,  in  the  present,  with  a 
promise  to  pay  for  them  in  the  future.  The  seller  trades  on 
the  buyer's  promise. 

We  are  concerned  in  this  book  with  credit  between  the  re- 
tail merchant  and  his  customers.  There  is,  in  principle,  no 
difference  between  credit  in  retailing  and  credit  in  mercan- 
tile and  bank  use.  In  all  three,  credit  is  a  study  in  the  keep- 
ing of  promises. 

Credit  and  risk. — When  a  qualified  manager  handles 
credit,  the  risk  taken  by  the  retail  store  is  negligible.  Ex- 
perience has  shown  that  the  consumer  has  high  qualification 
for  credit.  Small  individual  accounts  and  large  customer 
groups  difluse  risk  and  give  the  principle  of  averages  full 
chance  to  operate. 

The  total  of  losses  will  not  exceed  a  small  decimal  which 
can  be  accurately  forecast.  This  is  less  than  1%  of  credit 
sales  for  thousands  of  well-managed  stores. 

Other  risks  of  retailing — including  those  of  the  basic 
function,  buying  merchandise  for  resale — dwarf  the  risk  as- 
sociated with  credit  extension. 
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Why  the  public  demands  the  credit  principle. — The  re- 
tailer is  a  caterer  to  human  needs  and  desires.  If  that  which 
the  pubHc  wishes  in  merchandise  or  service  can  be  sold  prof- 
itably, he  furnishes  it.  The  public  desires  the  savings  and 
satisfactions  of  credit  service. 

Home  financial  management  on  the  basis  of  cash  to  meet 
obligations  once  a  month,  possible  with  a  charge  account, 
is  sound  and  businesslike.  The  commercial  world  does  not 
tolerate  the  inconvenience  and  added  expense  which  would 
attend  settlement  for  numerous  purchases  as  made.  Why 
should  the  consumer,  who  is  conducting  a  domestic  busi- 
ness? 

Merchants  and  salespeople  have  special  regard  for  the  sat- 
isfaction of  credit  customers.  There  is  that  liberality  in  ad- 
justments which  can  be  associated  with  permanency  of  re- 
lations.    It  is  careful  buying  to  secure  credit  terms. 

Those  temporary  periods  when  cash  is  exhausted,  but 
charge  accounts  are  perfectly  good,  occur  frequently  in  the 
group  domestic  life  of  the  nation.  They  strengthen  the  con- 
sumer's preference  for  credit  buying. 

A  retail  credit  record  showing  high  performance  in  meet- 
ing obligations  is  of  definite  business  value. 

Instalment  credit  enables  the  customer,  who  makes  a 
(l(jwn  payment,  to  secure  immediate  possession,  use  and  en- 
joyment of  an  article  which,  because  of  price,  he  could  not 
otherwise  obtain  until  perhaps  far  in  the  future.  The  con- 
sumer believes  the  benefits  of  instalment  credit  are  worth 
the  cost. 

The  basis  of  retailing,  as  of  all  trade,  is  psychological. 
The  ])ublic  has  shown  it  wants  the  credit  privilege,  just  as 
it  wants  its  packages  wrapped  in  paper  and  tied  with  string, 
its  stores  ])leasant  and  convenient  for  sho|)ping,  its  theater 
seats  comfortable,  and  its  highways  paved.  The  retailer  wiil 
provide  credit  service  if  the  pul)lic  is  eligible. 

The  trend  of  group  eligibility. — Credit  is  selective:  it  ac- 
cepts the  (pi.ililied.  .ind  rejects  others.     There  are  powerful 
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reasons,  however,  ^^■hy  the  proportion  of  consumers  quaH- 
fying  for  credit  is  very  high,  and  growing  higher.  They 
appear  in  a  brief  consideration  of  income  and  resources. 

1.  Family  earnings.  A  study  of  the  American  Association 
of  Advertising  Agencies,  under  the  direction  of  Daniel 
Starch  (Papers  of  the  American  Association  of  Advertising 
Agencies,  1927,  p.  201),  rated  American  families  by  annual 
earnings  of  head  or  chief  earner  as  follows: 

Under  $1,000  per  year,  6.6%. 
1 1,000  to  $2,000  per  year,  38.8%. 
$2,000  to  $5,000  per  year,  46.87o. 
$5,000  to  $10,000  per  year,  6.6%. 
Over  $10,000  per  year,  1.2%. 

Family  incomes  are  considerably  higher  than  these  fig- 
ures, which  do  not  include  income  through  additional  earn- 
ers or  from  investments.  The  number  of  earners  per  family, 
census  figures  show,  is  1.64. 

This  age  of  fast  transformation  is  calloused  to  new  mar- 
velous facts.  There  has  been  a  revolutionary  change  in  fam- 
ily income  conditions  in  America  in  twenty  years.  The  aver- 
age earnings  of  many  occupations  have  practically  doubled. 
Those  families  in  which  the  wife  is  also  an  important  income 
producer  have  become  numerous.  The  earning  opportun- 
ities of  minors  have  increased. 

2.  Life  insurance  resources.  With  loan  values  for  use  in  emer- 
gencies, disability  benefits,  and  lump  or  annuity  settlements  upon 
death  or  surrender,  life  insurance  policies  in  an  aggregate  truly 
astounding  now  protect  the  consumer.  "The  best  estimate  of  the 
total  number  of  persons  carrying  insurance  is  58,000.000,"  the 
authors  were  informed  by  Henry  E.  Niles,  assistant  manager  of 
the  Life  Insurance  Sales  Research  Bureau.  The  average  amount 
of  ordinary  insurance  carried  by  adults  twenty-one  years  of  age 
or  over,  as  of  January  1,  1927,  was  $1,275.  How  many  fam- 
ilies have  insurance?  "No  exact  statistics  exist — at  least  two- 
thirds  or  three-fourths  of  all,"  was  the  opinion  from  an  au- 
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thoritative  source.    Life  insurance  in  force  is  now  above  $87,- 
000,000,000. 

3.  Savings  deposits.  In  commerce  there  has  long  been 
recognition  of  the  superior  qualification  for  credit  of  the  bor- 
rower or  customer  operating  his  business  at  a  profit.  The 
consumer,  under  current  economic  conditions,  has  a  normal 
margin  over  expenses,  creating  surplus.  The  condition  is 
demonstrated,  on  one  hand,  by  savings  banks  figures.  Per 
capita  savings  increased  from  $89  in  1913  to  over  $200  in 
1927.  Number  of  depositors  increased  from  11,295,931  to 
48,354.784.  Savings  depositors  in  1913  had  $8,548,000,000. 
On  June  30,  1927,  they  had  $26,090,902,000. 

During  the  same  period  there  was  striking  increase  in  distri- 
bution of  investment  securities  among  the  public  at  large.  As 
1926  ended,  building  and  loan  associations  numbered  12,626. 
with  10.665,705  members  and  $6,334,000,000  in  assets. 

4.  Home  ownership.  A  share  of  the  surplus  of  American 
consumers  goes  to  acquire  homes.  The  L'nited  States  is  more 
and  more  a  nation  of  home-owners.  The  1920  census  found 
40.9%  of  17,600,000  homes  not  on  farms  to  be  owned  by  occu- 
pants. Homeowners  not  onh-  have  property  ^^•hich  is  pro- 
tection against  emergencies,  but  through  psychological 
values  of  home  ownership  are  better  citizens — and  better 
credit  customers. 

5.  Consigner  banking  facilities.  Specialized  fmancial  institu- 
tions affording  lending  facilities  {or  the  consumer  in  emer- 
gency situations  have  come  into  existence  to  lift  from 
retailers  much  of  the  involuntary  consumer-financing  which 
formerly  occurred.  Credit  unions  have  been  organized  in 
nearly  tliirtv  states.  principal]\-  among  workers.  Industrial 
banks,  making  loans  to  consumers,  now  operate  in  hundreds 
of  communities. 

These  consumer  l)anking  instilutions  bc.ir  the  same  constructive 
relation  to  retail  credit  th.it  i-oinnierei;il  banks  do  to  mercantile 
credit. 
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Recently  the  National  City  Bank,  New  \'ork  City,  introduced 
loans  to  workers  on  co-maker  security. 

The  consumer  is  responsible. — We  have,  accordinj^ly.  a  pic- 
ture of  the  responsibility  of  the  consumer.  1  le  is  able  to  buy  on 
credit  and  to  carry  out  the  payment  ()bliJ^^'lti()n.  lie  has  the  re- 
sources warrantini^  him,  as  an  individual,  in  committing  him- 
self to  payments  to  be  made  in  the  future.  Also,  as  shown  by 
the  overwhelming  inference  of  experience,  he  is  honest.  He  in- 
tends to  pay,  when  he  buys,  and  is  conscientious  in  carrying  (mt 
his  obligation. 

A  practical  view  of  legal  formalities. — "Average  depart- 
ment store  procedure  in  selling  on  open  book  accounts,"  edi- 
torialized Credit  Echoes  (November,  1927),  "is  based  on  what 
is  most  pleasant,  most  expeditious  and  least  irritating  to  the 
customer.  Little  or  no  thought  is  given  to  whether  or  not 
it  may  be  necessary  to  prove  or  later  establish  legally  in  a 
court  of  law  .  .  .  Stores  have  been  selling  on  this  basis  for 
years  with  losses  so  small  as  to  be  practically  negligible." 

There  need  be  little  "red  tape,"  experience  show's,  in  retail 
credit. 

The  retailer's  side. — Since  the  public  demands  the  credit 
privilege,  and  qualifies,  economic  retailing  becomes  a  sys- 
tem which  provides  it.  The  arithmetic  is  so  simple  that 
controversy  has  no  basis.  It  costs  something  for  Jones,  a 
merchant,  to  extend  credit — office  expense,  loss  from  bad 
debts,  interest  on  capital.  These  costs  total  perhaps  2%  of 
total  net  sales — maybe  somew^hat  more. 

Offering  the  credit  privilege,  however,  and  extending  it  as 
customers  request  and  merit  it,  Jones  increases  his  sales  vol- 
ume by  a  third ;  perhaps  doubles  it.  Immediately  his  over- 
head on  other  expense  items  is  deeply  cut. 

There  may  be  for  him  twenty  times  the  net  profit  in  a 
$75,000  volume,  one-third  credit,  that  there  would  be  in  $50,- 
000  volume,  all  cash.  That  may  not  half  tell  the  story.  On 
an  all-cash  basis,  Jones  might  have  to  go  out  of  business.  A 
large  section  f)f  the  pul)Iic.  demanding  credit,  would  go  to 
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other  stores,  and  Jones,  left  with  cash  customers  only,  among 
whom  turnover  is  always  very  heavy,  would  be  destroyed  by 
overhead. 

The  retailing  experience  of  many  years  shows  that,  in 
most  trades,  except  for  chain  stores,  nearly  all  retailers  can 
only  secure  profitable  sales  volume  as  they  extend  credit. 

Credit,  and  distribution  costs. — For  social  and  economic 
reasons,  permanency  in  business  relations  is  a  subject  de- 
manding appreciative  study.  Ethically,  we  find  business 
trading  up  as  relations  between  seller  and  buyer  become  per- 
sonal and  permanent.  As  a  store  thinks  in  terms  not  of  im- 
mediate sales,  but  of  permanent  customers,  policies  pursued 
are  broad  and  considerate. 

High  customer  turnover,  one  of  the  major  causes  of  high 
cost  in  modern  distribution,  is  attacked  by  credit  selling. 
Credit  customers  everywhere  stay  longer,  buy  more. 

Most  stores  grant  credit. — Aside  from  chain  stores,  nearly 
all  retail  stores  extend  credit.  Of  320  country  stores  cov- 
ered in  a  New  York  investigation  {An  Ecoiioiiiic  Study  of 
Rural  Store  Credit  in  A'czi'  York,  by  Leland  Spencer,  p.  7)  only 
13  gave  "practically  no"  credit.  In  one  of  the  Harvard  Bu- 
reau surveys,  only  56  of  378  grocery  stores  reported  less 
than  10%  credit  sales;  in  a  Northwestern  University  School 
of  Commerce  investigation  among  clothing  stores,  only  41 
in  315  reported  less  than  10%  credit  sales. 

()i  the  1,300.000  retail  stores  of  the  United  States,  over 
1,000,000,  it  is  altogether  probable,  extend  credit  in  some 
amount. 

Credit  volume  by  trade. — A  survey  among  Kansas  retail 
clothiers  (Kansas  Studies  in  Business,  No.  1,  By  Henry  F. 
Holtzclaw,  Ph.D.)  for  the  year  1924  found  average  credit 
sales  to  be  30.6%  of  total  sales.  A  survey  of  the  School  of 
Commerce,  Northwestern  University,  in  co(')pcration  with 
the  National  Association  of  Retail  Clothiers,  found  average 
charge  business  of  clothiers  during  1919  to  be  $30.75  for 
every  $100  of  total  net  sriK-s.     The  figures  for  the  I'.ast  were 
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$25.96,    South,   $42.06,    East    North    Central,    $27.54,    West 
North  Central  $29.25,  and  West,  $2723. 

These  statistics  were  assembled  before  the  ten-payment 
plan  was  introduced.  This  is  commonly  assumed  to  have 
increased  clothing  credit  sales.  The  total  volume  of  cloth- 
ing sold  on  the  instalment  plan  in  1925  was  estimated  bv 
Milan  V.  Ayres  as  5%  of  all. 

Credit  sales  of  191  New  York  country  stores,  in  the  sur- 
vey reported  b}'-  Spencer,  were  as  follows : 

Farm  supply  stores,  65%;  feed,  59%;  implement,  56%; 
blacksmith  shops  and  garages,  52%  ;  hardware,  46%  ;  gro- 
cery and  general  stores,  44%;  average  for  all  stores.  53%. 

In  a  Nebraska  investigation  ("The  Control  of  Retail 
Credit,"  Bulletin  No.  6,  Nebraska  Studies  in  Business,  p.  4), 
the  credit  sales  of  shoe  stores  were  20.2%  ;  general  stores, 
35%;  department  stores,  45.7%;  clothing  stores,  50.8%; 
hardware  stores,  51.6%;  grocery  stores,  67.9%;  furniture 
stores,  76.3%. 

Credit  sales  of  109  Kansas  radio  dealers  ("Radio  Credit 
Sales  in  Kansas,"  Henry  F.  Holtzclaw,  Ph.D.,  December, 
1927,  p.  12)  were  58%  of  total  sales. 

The  estimates  of  Milan  V.  Ayres  for  instalment  sales  of 
various  trades,  for  1925,  were :  household  furniture,  70%  ; 
])ianos,  90%;  phonographs,  80%;  radio  sets,  75%;  washing 
machines,  90%;  vacuum  cleaners,  85%;  sewing  machines. 
90%  ;  gas  stoves,  70%  ;  mechanical  refrigerators,  90%  ;  jewel- 
ry-store goods,  25%;  clothing,  5%;  tractors,  75%;  other 
farm  machinery,  10%. 

Examining  these  figures,  E.  R.  A.  Seligman  {Economics  of 
Instalment  Selling,  Vol.  I,  Chap.  4)  considered  90%  probably 
a  little  generous  for  pianos.  He  believed  5%  for  clothing 
"somewhat  exaggerated."  He  offered  80%  for  washing 
machines,  and  80%  for  furniture,  and  believed  that  Ayres' 
estimate  of  jewelry  instalment  sales  was  too  high. 

A  survey  of  the  National  Retail  Hardware  Association 
reported,   for  hardware   dealers,   "The   proportion  of  credit 
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sales  has  remained  practically  the  same  for  three  years,  right 
around  56%  of  the  total  sales." 

"About  65%  to  75%  of  the  purchases  made  in  the  average 
betterclass  retail  shops  are  made  on  a  charge  basis,"  stated 
John  M.  Connolly,  general  manager.  Reference  Clearance 
Bureau,  Associated  Retail  Credit  Men  of  New  York  City, 
Inc. 

How  many  families  buy  on  credit? — In  Zanesville,  Ohio,  a 
survey  made  for  the  Literary  Digest,  reported  in  "Zanesville 
and  36  Other  American  Communities,"  found  16.7%  of  all 
families  had  one  charge  account;  5.7%  had  2;  Z.?>%,  3; 
1.6%,  4;  .7%,  5;  .4%,  6;  .2%,  7;  .4%,  8;  .1%,  9;  .1%.  10  or 
more.  Twenty-eight  and  nine-tenths  per  cent  of  all  families 
had  charge  accounts.  In  36  other  cities,  sampling  groups 
being  surveyed,  49.1%  of  families  had  charge  accounts — 
19.9%,  1;  14.9%.  2;  7.Z%,  3;  3.2%,  4;  1.8%,  5;  1%,  6;  .1%, 
7;  .3%,  8;  .5%,  10  or  more. 

These  surveys  did  not  cover  instalment  accounts,  which 
occur  extensively  among  working-class  groups. 

The  best  estimates  of  the  number  of  families  using  retarl 
credit  are  those  of  credit  bureau  managers.  Credit  opera- 
tion develops  in  bureau  files  records  of  high  accuracy.  The 
authors  submitted  this  question  to  a  group  of  representative 
credit  bureau  men  : 

"Of  total  number  of  families  in  your  city,  what  proportion 
do  you  estimate  are  represented  in  your  bureau  files  as  users 
either  of  charge  accounts  or  instalment  credit?"  Replies 
follow : 

F.  E.  Parker,  Detroit,  90%;  Columbus  (Ohio)  Retail 
Merchants'  Credit  liureau,  70%  to  85%;  A.  D.  AIcMuUen, 
Oklahoma  City.  ^'O^^'  ;  Frank  L.  Miller.  New  Orleans,  90%; 
I'Ved  S.  Kricger,  Milwaukee,  7^^/c  \  John  N.  Keeler,  Port- 
land, Ore.,  over  95%  ;  I'\  G.  Carnahan,  Seattle,  "Counting 
credit  use  by  children."  90  to  95%;  J.  M.  I'.right.  Cliatta- 
nooga,  Tenn.,  90%;  S.  If.  Talkes,  Washington.  D.  C.  "At 
least  7S%r 
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Credit  volume  on  increase. — The  volume  of  credit  business 
is  on  the  increase.  Selij:^tnan  notes  the  condition.  Trade 
magazine  editors  -with  nationwide  observation  of  numerous 
trades  reported  credit  volume  to  l)e  increasing — ])articu- 
larly  in  clothing,  jewelry,  music,  shoes,  dry  goods,  station- 
ery, seed,  tires,  batteries,  drugs,  furniture,  hardware,  trades. 

Credit  bureau  managers  of  Portland,  Ore.,  and  Detroit, 
Mich.,  reported  retail  credit  in  their  cities  on  the  rapid  in- 
crease. A  gradual  increase  was  reported  by  bureau  mana- 
gers for  the  following  cities:  New  Orleans,  Columl)us,  Mil- 
waukee, Oklahoma  City,  Omaha,  Chattanooga,  Washington, 
D.  C,  Providence,  New  York  City. 

The  total  credit  volume. — The  petty  sale — predominating 
in  such  trades  as  drugs,  candy,  and  tobacco,  and  found  in  all 
retail  trades,  in  particular  as  consumers  scatter  their  buying 
by  "shopping  around"  or  consulting  convenience — pulls 
down  percentage  of  retail  credit  volume. 

The  Census  of  Distribution  found  1926  retail  sales  of  Den- 
ver, Colo.,  to  be  $151,942,700,  distributed  among  46  classes 
of  establishment  groups.  The  authors  subjected  the  report 
to  analysis  for  credit  volume.  While  estimates  w-ere  freely 
used,  as  the  only  material  to  be  had,  it  appeared  that  45% 
of  total  volume,  or  thereabouts,  was  on  a  credit  basis. 

Prof.  Paul  H.  Nystrom  estimated  retail  trade  of  the 
United  States  in  1927  to  be  $40,000,000,000  (Address  before 
Seventh  Session,  National  Retail  Furniture  Institute).  Hav- 
ing due  regard  for  instalment  sales,  the  authors  believe  that 
the  1927  retail  credit  volume  was  probably  a  minimum  of 
$18,000,000,000. 

Chain  systems  and  credit. — A  student  in  a  college  class  in- 
quired, "Doesn't  the  growth  of  chain  stores  using  the  cash 
policy  indicate  that  credit  selling  is  beginning  to  pass  out  of 
the  picture?  Haven't  these  chains  demonstrated  that  cash 
selling  is  more  economic  than  credit?" 

On  the  contrary,  the  moving  question  in  chain  store  eco- 
nomics to-dav  is,  "\\nien  will  chains  be  compelled  to  extend 
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credit  service  in  order  to  hold  business  or  continue  to 
expand?" 

There  is  already  considerable  clandestine  extension  of 
credit  by  chain  managers  in  the  grocery  field,  to  selected 
customers  and  under  stress  of  hot  competition.  Two  regu- 
lar chains  offer  both  cash-carry  and  credit  service.  Among 
cooperative  chains,  individual  units  of  which  probably  now 
number  30,000,  credit  is  the  general  basis. 

There  are  quite  a  number  of  credit  chains  in  clothing,  de- 
partment-store, furniture,  jewelry,  and  scattered  fields. 

No  fundamental  conflict  between  chain  principles  and 
credit  selling  exists.  Of  present  cash  chain  stores,  a  consid- 
erable proportion  cater  to  trades  and  customer  groups  where 
the  normal  demand  for  credit  is  comparatively  small — 
varietv  goods,  drugs,  hats,  tobacco,  confectionery,  shoes,  for 
example. 

In  food,  cash  chains  have  succeeded  not  because  of  a  cash 
policy,  but  because  of  a  buying  advantage  permitting  cut 
prices  which  would  secure  patronage  despite  inconvenience. 
To  a  section  of  the  public,  unable  to  obtain  credit  at  regular 
stores,  the  cash  policy  has,  of  course,  been  no  disadvantage. 

Alfred  H.  Beckmann,  Secretary  of  the  National  Chain 
Store  Grocery  Association,  wrote  in  Chain  Store  Age  (Febru- 
ary, 1928) : 

"It  is  true,  of  course,  that  chain  grocers  operate  on  a  cash 
and  carry  basis  whereas  the  independents  deliver  their  mer- 
chandise and  extend  credit,  and  it  is  sometimes  contended 
that  the  difference  between  chain-store  and  independent 
prices  is  to  be  accounted  for  by  that  factor. 

"As  a  matter  of  fact,  however,  the  ilar\ar{l  Hureau  shows 
that  delivery  and  credits  cost  the  inde])endent  grocer  less 
than  2%  of  his  sales,  and  yet  he  charges  the  public  13^^  more 
than  the  chain.  .  .  . 

"Chains  .  .  .  pay  only  88.7%  for  nuTcli.iiKlisc  which  costs 
the  inde])en(k'nt  grocer  $1.  an  a<l\antage  wliicli  anioinils  to 
no  less  than  13%." 
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The  chain  system  is  a  new  figure  iti  distril)ution — a  job- 
bing enterprise  with  its  own  numerous  retail  outlets.  Tt 
has  succeeded,  fundamentally,  because  of  a  tremendous  buy- 
ing advantage.  There  is  no  basic  reason  ^\•hy  among  chains. 
as  they  evolve,  credit  service  desired  by  a  large  section  of 
the  public  should  not  be  profitable  service  to  extend.  There 
is  no  basic  reason  why  credit  should  not  be  the  sales  promo- 
tion aid  for  chains,  securing  a  permanent  clientele,  that  it  is 
for  unit  stores.  The  authors  predict  growing  chain  use  of 
credit  in  those  trades  where  the  public  wants  it  and  is 
worthy. 

Improved  credit  skill. — "How  does  credit  skill  in  1928  com- 
pare with  the  average  of  1922?"  was  a  question  put  to  a 
group  of  business  paper  editors  in  retail  fields.  These  were 
typical  answers:  "Marked  improvement,"  "Far  more  careful 
now,"  "Better,"  "Notable  improvement." 

The  credit  bureau  movement  has  contributed  much  to 
credit  education  of  retailers.  Trade  extension  bureaus,  busi- 
ness papers,  credit  departments  of  manufacturers  and  job- 
bers, have  helped  also. 

The  educational  process  continues.  With  increase  in 
credit  skill  comes  opportunity  to  extend  credit  to  larger 
numbers,  while  the  costs  of  credit  are  cut. 

A  process  of  adaptation. — The  essence  of  efficient  business 
management  is  continuous  adaptation  of  methods  to  condi- 
tions. The  authors  make  no  plea  for  indiscriminate  increase 
in  credit  volume.  There  is  a  section  of  the  community,  and 
undoubtedly  always  will  be,  which  is  far  better  sold  on  a 
cash  basis  than  on  a  credit  one.  Some  consumers  now  are 
granted  terms  which  are  too  generous. 

When  a  paint  trade  observer,  whose  conclusions  are  au- 
thoritative, declares  that  credit  to  painters  is  decreasing, 
while  credit  to  consumers  is  on  the  increase,  we  infer  that 
probably  this  trend  is  one  toward  more  efficient  use  of  the 
credit  principle.  When  a  coal  trade  authority  reports  that 
coal  dealers  are,  widelv,  trving  to  reduce  length   of  credit 


12  RETAIL  CREDIT  PRACTICE 

terms,  we  infer  again  that  the  progressive  element  of  a  trade 
is  working  for  new  credit  policies  for  general  trade  better- 
ment. 

A  survey  of  the  field  of  retail  credit  finds  a  great  forward 
movement  under  way.  Individual  credit  grantors,  and 
groups,  are  striving  for  improved  efftciency  in  big  and  little 
things. 

Changes  will  come  in  retail  credit.  Still  the  fundamental 
principles,  as  applicable  to-day  as  they  were  fifty  years  ago. 
will  continue  to  be  the  credit  grantor's  reliance,  including 
the  greatest  principle  of  all  perhaps — adaptation  of  policies 
and  methods  to  the  environment  and  the  special  situation. 

The  approach  to  the  subject. — ]Most  retail  credit  falls 
within  the  field  of  what  has  been  called  consumers'  credit ; 
yet  not  all,  because  retailers  have  many  credit  customers 
who,  themselves  operating  businesses,  buy  for  business  use. 
The  authors  make  no  attempt  to  draw  distinctions  by  nature 
of  the  use  to  which  credit  purchase  is  put.  Instead,  the  field 
of  this  study  is  taken  to  be  credit  as  it  appears  in  retail  trans- 
actions. Instalment  credit  is  viewed  as  only  a  type  of  retail 
credit  classified  by  terms,  and  receives  full  attention. 

We  begin  with  a  consideration  of  policies,  the  devices  of 
control,  and  continue  \\ith  discussion  of  credit  department 
organization  and  methods. 


CHAPTER  II 

THE   CONTROL   POLICIES   OF   ECONOMIC 
RETAIL  CREDIT 

CREDIT  extension  involves  four  principal  costs.  One  is 
interest  upon  capital  required  to  finance  accounts.  If 
management  is  inef^cient,  the  virtual  price  of  financing  may 
be  increased,  inasmuch  as  capital  which  should  be  used  to 
take  discounts  and  merchandise  aggressively  is  made  un- 
available. 

A  second  cost  is  contributed  by  bad  accounts,  and  a  third 
by  collection  expense. 

A  fourth  grouping  of  expense  is  that  attending  office  ad- 
ministration of  credit:  labor,  supplies,  postage,  etc. 

These  costs  are  inseparable  from  credit  operation.  Good 
management  is  concerned  with  the  task  of  keeping  them 
within  efficient  limits.  Credit  control  policies  are  set  up  to 
accomplish  this. 

Dual  objectives  in  policy  administration. — Credit  depart- 
ment personnel,  carrying  out  policies,  respects  at  all  times 
the  business  building  objective.  The  bad  debt  percentage  is 
kept  within  a  prescribed  limit,  a  set  collection  standard  at- 
tained, but,  doing  this,  the  credit  department  handles  maxi- 
mum credit  volume. 

Local  circumstances  influence  credit  policies. — In  estab- 
lishing credit  policies,  the  individual  store  must  have  regard, 
first,  for  its  individual  circumstances.  These  will  change  as 
time  passes,  so  that  expert  management  will  modify  and 
change  policies. 

"How  much  credit  business  shall  we  do?" — One  store  in 
a  trade  may  have,  conservatively,  75%  credit  volume,  while 

1."'. 
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for  another  30%  is  high.  A  group  of  factors  should  be  given 
opportunity  to  determine  the  credit  business  of  the  indi- 
vidual store. 

1.  Working  capital.  A  store  not  fully  financed  should 
restrict  the  credit  extended  to  its  working  capital  condition. 
Of  credit  business  tendered,  it  will  accept  the  most  desirable. 

2.  The  volume  of  acceptable  credit  business  arising  from 
store  location.  This  is  influenced  by  obvious  circumstances, 
such  as  predominating  type  of  customer. 

3.  Class  of  merchandise  sold.  Credit  business  everywhere 
tends  to  increase  with  quality  of  merchandise. 

4.  Store  personnel.  Well-trained  employees,  skilled  in 
developing  customer  followings,  foster  credit  business. 

5.  Competitive  conditions.  If  competitors  are  offering 
the  credit  privilege  to  qualified  buyers,  the  individual  store 
will  find  the  same  buyers  expecting  the  credit  privilege  from 
it.  Affecting  prices,  competition  may  narrow  the  practicable 
bad  debt  loss  to  so  low  a  figure  that  credit  extended  must  be 
on  a  highly  selective  basis. 

6.  Current  business  conditions.  The  proportion  of  credit 
volume  will  tend  to  rise  with  favorable  business  conditions 
and  to  diminish  as  employment,  crop,  or  other  fundamental 
income  conditions  are  unfavorable. 

7.  The  feasible  credit  loss.  The  prevailing  mark-ups  of 
communities  and  trades  permit  varying  percentages  of  bad 
debt  loss  compatible  with  ])rofit.  It  is  manifest  that  any 
credit  grantor  can  increase  volume  of  credit  business  by 
increasing  the  average  risk  taken. 

8.  Store  credit  skill. 

All  the  foregoing  factors  should  be  permitted  soundly  to 
determine  credit  volume.  Tlu-  i)()lic>'  of  numerous  well- 
financed  stores  is  to  take  on  all  the  desirable  credit  business 
which  presents  itself,  and  to  use  special  promotion  methods 
to  develop  such. 

Conservative,  liberal,  and  very  liberal  credit  policies. — The 
factors  reviewed  in  the  preceding  section  delennine  also  the 
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answer  to  the  question,  "What  shall  oiir  credit  attitude  be — 
conservative,  liberal,  or  very  lil)eral?" 

Stores  liberal  in  their  credit-granting-  take  on,  in  general, 
average  risks ;  very  liberal  stores  will  accept  quite  poor 
risks;  conservative  stores  require  risks  to  be  above  average. 
The  most  common  policy  among  foremost  stores  is  one  of 
liberality. 

Policies  of  credit  finance. — In  aspects  of  store  finance, 
credit  policies  should  be  three : 

1.  Management  of  accounts  receivable  should  contribute 
to  efficient  administration  of  other  departments.  The  capital 
accumulated  in  accounts  receivable  should  be  restricted  to 
permit  the  store  to  take  at  all  times  trade  discounts,  and  at 
all  times  to  offer  the  stock  of  merchandise  suggested  by  an 
efficient  selling  policy.  There  should  always  be  a  cash  bal- 
ance in  the  bank. 

2.  Management  of  accounts  receivable  should  be  such  as 
to  maintain  the  store's  high  credit  standing. 

Accounts  receivable  are  but  one  process  removed  from 
cash,  while  merchandise  is  two  processes  removed.  How- 
ever, bankers  and  credit  men,  experts  in  credit  extension 
themselves,  scale  down  receivables  in  a  financial  statement 
as  examination  seems  to  show  the  need. 

Commonly  there  is  analysis  of  statement  to  obtain  rate  of 
collection  turnover.  Is  this  normal,  above,  or  below,  for 
the  merchant's  trade,  territory,  season  of  the  year,  and  other 
conditions  which  apply?  In  the  tire  trade,  for  example,  if  no 
special  terms  are  offered,  some  credit  men  consider  forty- 
five  days'  business  on  the  dealer's  books,  for  a  typical  busi- 
ness, as  evidence  of  efficient  credit  and  collection  methods. 
A  financial  statement  showing  seventy  days  on  the  books 
will  be  scaled  down  sharply  in  respect  to  accounts  receivable. 

Bankers  and  credit  men  are  quick  to  notice  indications  that 
the  merchant  has  included  in  accounts  receivable  accumu- 
lated bad  debts,  loans  to  employees,  overdrafts  of  partners, 
and  other  items  \vhich  do  not  properly  belong  there. 
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3.  On  policy,  manifestly,  total  of  accounts  receivable 
should  not  be  permitted  to  exceed  the  amount  required  to 
perform  the  credit  task  well.  A  past  due  account  repre- 
sents, directly,  loss  of  interest  upon  the  amount  involved. 
Of  total  credit  expense  of  numerous  stores,  there  is  good 
reason  to  believe  that  interest  is  larger  than  any  other 
single  item. 

A  report  of  the  National  Retail  Hardware  Association 
declared:  "As  a  general  average,  it  can  be  said  that  it  costs 
1/^%  more  for  office  salaries,  office  supplies  and  postage  in 
a  credit  than  in  a  cash  business.  Collections  and  losses  on 
notes  and  accounts  run  about  1^4%  o{  the  credit  sales,  and 
the  interest  on  the  outstanding  will  average  1^%,  making  a 
total  of  4>^%." 

More  than  interest  is  involved.  Upon  past  due  accounts, 
which  accounts  receivable  represent  in  greater  or  less  pro- 
portion, other  expense  is  continuously  being  incurred. 

The  volume  of  capital  invested  in  accounts  receivable  is 
subject  to  control.  It  can  be  restricted  through  deliberate 
selection  and  retention  of  those  customers  only  who  grade 
high  in  paying  habits.  There  can  be  enforcement  of  strict 
collection  policies. 

The  condition  in  accounts  receivable. — An  average  finan- 
cial statement  for  1,284  stores  reporting  in  a  survey  of  the 
National  Retail  Hardware  Association  ("Hardware  Store 
Survey,  1927,"  Hardzcarc  Retailer)  showed  accounts  receiv- 
able to  represent  20.15%  of  total  assets.  Another  5.97% 
of  total  assets  was  in  notes  receivable.  Stores  with  sales 
volume  of  $25,000  and  less  had  upon  the  books  118  days' 
business  in  towns  imder  1,000  population.  The  volume  of 
business  upon  books  scaled  downward  with  population  to 
61  days  in  towns  over  50,000.  Stores  with  sales  volume  of 
$25,001  to  $40,000  had  109  days  to  70  days;  $40,001  to 
$60,000,  116  days  to  74  days;  $60,001  to  $100,000.  128  days 
to  69  days;  $100,001  and  over,  160  days  to  C^^  days. 

Aji    exhaustive    studv   of    accoimts    receivable    in    several 
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trades  appeared  in  Economics  of  Instabiicnt  ScUiiuj,  Vol.  IT, 
by  E.  R.  A.  Seligman.  In  general  it  was  found  that  relative 
amount  of  retail  credit  outstanding  is  high  in  small  towns, 
decreases  with  an  intermediate  type  of  community,  and  rises 
again  once  a  population  of  50,000  is  reached,  the  tendency 
thereafter  being  to  increase  with  size  of  community.  Vol- 
ume of  credit  was  found  to  increase,  in  general,  with  size 
of  business. 

Among  furniture  stores,  where  the  instalment  system  is 
general,  large  stores  appear  on  the  average  to  have  over 
50%  of  net  worth  in  accounts  receivable,  and  35%  to  50% 
of  current  assets  in  accounts  receivable.  Small  stores,  on  the 
other  hand,  usually  have  less  than  30%  of  current  assets  in 
accounts  receivable,  and  not  over  40%  of  net  worth  in  the 
same. 

Most  small  clothing  stores  have  accounts  receivable 
amounting  to  10%  or  less  of  assets  and  less  than  15%  of  net 
worth,  but  large  stores  have  accounts  receivable  in  some 
instances  as  high  as  22%  of  current  assets  and  29%  of  net 
worth. 

In  a  New  York  study  {An  Economic  Study  of  Rural  Store 
Credit  in  New  York,  by  Leland  Spencer,  p.  31),  notes  and 
accounts  represented  ?>?>%  of  average  capital  of  feed  stores 
owned  by  the  proprietors.  About  I/5  of  the  total  capital  of 
general  stores  was  in  notes  and  accounts ;  hardware  stores, 
30%;  implement  dealers,  2)2%;  farm  supplies,  Z2%  ;  black- 
smith shops  and  garages,  23%. 

How  far  shall  store  assist  in  financing  the  consumer? — 
Under  conditions  still  existing,  the  average  account  of  many 
country  stores  runs  nearly  twice  as  long  as  the  average  ac- 
count of  city  stores.  The  interest  item  alone  adds  heavily 
to  the  cost  of  credit.  The  opportunity  for  losses  is  multi- 
plied. The  capital  "frozen"  in  accounts  receivable  prevents 
many  thousands  of  country  merchants  from  aggressive  mer- 
chandising. 

The  policy  of  most  country  merchants  should  be  to  re- 
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strict  their  farm  credit,  shifting  to  local  banks  as  much  of  it 
as  possible,  making  short  terms  the  requirement  of  all 
but  exceptionally  good  risks. 

A  degree  of  financing  is  afforded  the  consumer  granted 
credit,  whether  he  needs  it  or  not.  All  authorities,  and  gen- 
eral experience,  recommend  that  financing  aspects  of  retail 
credit  on  open  accounts  be  kept  to  a  reasonable  minimum. 

Emergency  situations  and  retail  credit. — For  a  good  many 
years,  charge  accounts  have  represented  for  consumers  a 
convenient  financial  buiTer  when  emergencies  came.  Retail 
stores  extending  credit  were  the  shock  absorbers,  as  the 
consumer  "took  his  time"  to  pay. 

One  industrial  bank  lists  on  its  application  form  purposes 
for  which  people  borrow  from  it : 

Insurance  Working  capital 

Education  Buying  furniture 

Winter  coal  Improved  property 

Luni1)er  bill  Special  assessment 

Hospital  bill  Take  up  morts^age 

Dental  bill  Pay  note  to  friend 

Paying  taxes  Build  sleeping  ])()rch 

Assisting  parents  Interest  on  mortgage 

Buying  clothing  Assist  buying  home 

Wiring  home  Heating  ])lant  in  home 

Vaaition  trips  Bring  relatives  to  U.  S.  A. 

Piuilding  garage  Help  go  into  business 

Moving  expenses  Cash  bond 
Grocery  bill 

Modern  retail  business,  acquainted  with  the  industrial 
banking  principle,  is  strongly  in  favor  of  it.  Through  credit 
bureaus  of  man\-  communities  there  is  cooperation  between 
merchants  and  loan  companies,  whereby  each  assists  the 
other,  so  that  continuously  the  jiroportion  of  emergency 
financing  done  by  retailers  diminishes,  while  that  of  the 
lending  institution  grows. 

Merchandise  and  service  policies  affect  credit  task. — The 
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store  which,  competitively,  equals  or  surpasses  others,  puts 
the  credit  department  in  an  unhandica])ped  position  in  the 
contest  for  high  average  results.  A  store  with  a  reputation 
for  the  "best  values  in  town"  can  enforce  a  much  more  strict 
credit  policy  than  others,  without  losing  business. 

Credit  and  collection  policies  should  not  be  used  to  build 
sales  which  in  sound  retailing  merchandise  and  service  at- 
tractions of  the  store  should  secure. 

Salespeople  and  the  credit  function, — A  policy  forbidding 
salespeople  to  discuss  terms  and  other  credit  matters  with 
customers  is  enforced  by  many  stores.  The  only  principal 
exception  is  found  in  instalment  stores,  which  give  salesmen 
varying  authority  under  the  credit  manager. 

IManagement  should  do  more  than  this.  Where  purchase 
on  credit  is  involved,  a  large  section  of  the  consuming  public 
is  weak.  Salespeople  should  be  trained  not  to  sell  credit 
customers  in  excess  of  needs. 

Shall  we  sell  on  the  instalment  plan? — The  fundamental 
soundness  of  the  instalment  credit  principle  has  been  de- 
clared by  economists.  There  is,  however,  necessity  for 
expert  and  scientific  application.  Established  charge  account 
stores  sometimes  fear  that  adoption  of  instalment  selling 
would  lower  their  standing. 

A  practical  regard  for  a  danger  may  be  necessary  but  anv 
store  should  be  able  to  sell  on  the  instalment  plan  at  least  in 
a  limited  way  withput  impairment  of  standing.  Jewelry 
stores  of  the  highest  type,  which  because  of  retail  jewelry 
trade  conditions  see  prestige  peril  in  the  instalment  plan,  do 
not  advertise  it,  but  they  use  it  for  special  customer  situa- 
tions. A  department  store  catering  to  the  quality  trade  of 
its  community  found  upon  investigation  that  a  deferred  pay- 
ment plan  would  definitely  strengthen  its  credit  position  in 
selling  furniture,  household  appliances,  and  certain  other 
classes  of  goods,  besides  increasing  sales. 

The  plan  was  adopted,  the  word  "instahnent"  meticulously 
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avoided,  and  a  limit  of  15%  of  total  credit  business  placed 
upon  instalment  accounts.  In  practice,  store  prestige  has 
not  been  harmed  and  important  benefits  have  accrued. 

A  high-grade  clothing  store  introduced  the  ten-payment 
plan  with  some  misgivings.  The  store  has  found  that  it 
serves  the  credit  needs  of  its  clientele  far  better  with  its 
three  sales  methods — cash,  30-day,  ten-payment — than  form- 
erly. Sales  have  increased.  Credit  customers  are  trans- 
ferred, generally,  from  the  30-day  to  the  ten-paj'ment  basis 
when  purchases  are  about  $80. 

The  collection  percentage  for  the  ten-payment  accounts, 
about  ^  of  all  sales,  is  30%  better  than  for  open  accounts. 
Although  30-day  accounts  only  equal  in  volume  the  ten-pay- 
ment accounts,  80%  of  the  bad  debt  loss  originates  with 
them. 

Instalment  business  must  ordinarily  be  done  on  wider 
gross  margins  than  charge  account  business.  It  requires 
more  capital  than  30-day  credit.  An  offsetting  consideration 
is  the  much  lower  inventories  sometimes  permitted  by  the 
system.  This  is  true,  in  quite  an  astonishing  way,  with 
credit  jewelry  stores.  Of  all  instalment  jewelers,  it  is  esti- 
mated that  over  50%  have  capital  of  $15,000  or  less. 

Store  location  and  normal  clientele  must  influence  instal- 
ment policies.  Credit  jewelry  stores  and  clothing  instalment 
houses,  for  exam]ile,  are  nearly  all  in  fairly  large  cities, 
where  there  are  large  working-class  groups.  Two-thirds 
of  all  instalment  jewelry  stores  are  in  cities  of  over  100,000 
])opulation. 

The  major  collection  policy. — If  a  strict  collection  policy  is 
practical,  the  merchant  should  establish  and  adhere  to  it. 
.Such  a  policy  implies  a  high  rate  of  collection  turnover,  low 
credit  losses,  and  minimum  investment  of  capital  in  accounts 
receivable,  permitting  the  merchant  freely  to  merchandise 
and  to  take  trade  discounts.  Business  storms  affect  least  the 
store    with    a    strict    collection    policy.      Its    direct    collection 
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costs,  because  the  policy  will  continuously  train  customers 
in  prompt  pay  habits,  will  be  below  those  of  other  stores.  Its 
efficiency  in  collections  will  influence  favorably  the  banker 
whose  service  is  solicited. 

Takini^  a  narrow  view,  any  \\  ell-manned  credit  and  collec- 
tion department  can  make  a  success  of  a  strict  collection 
policy.  The  delinquency  causes  which  make  it  impossible 
for  a  customer  to  pay — if  not  at  ]:)resent,  then  within  a  few 
days — bulk  a  small  fraction  of  the  ag-g-regate.  On  the 
average,  it  is  much  easier  to  collect  early  in  delinquency  than 
later.  The  customer  pays  first  the  store  which  presses.  An 
aggressive  policy  closes  early  the  few  accounts  which  never 
will  be  collected,  minimizing  the  loss. 

Reasons  connected  with  sales  volume,  the  competitive 
struggle  for  customers,  lead  a  great  many  merchants  to  col- 
lection leniency. 

Admitting  the  force  of  competitive  conditions,  the  mer- 
chant disposed  to  decide  that  a  strict  collection  policy  is  not 
practical  should  put  to  himself  these  questions:  "Why  do  I 
need  to  be  lenient  in  collection?  Is  it  because  my  merchan- 
dise and  service  aren't  good  enough,  of  themselves,  to  hold 
customers?  Is  it  because  I  haven't  the  personnel  to  enforce 
a  strict  policy  and  retain  good-will?  Is  it  because  I  am  try- 
ing to  do  too  high  a  credit  volume  ? 

"What  will  a  lenient  policy  cost  me  by  freezing  capital 
and  slowing  up  merchandising?" 

Introduced  strict  collection  policy;  increased  sales. — The 
Dry  Goods  Merchants  Trade  Journal  reported  the  case  of  a 
Mississippi  department  store  which,  with  new  management, 
introduced  an  exceptionally  strict  30-day  policy.  The  store 
announced  that  credit  was  extended  only  as  an  accommo- 
dation, payment  must  be  made  promptly  every  30  days,  and 
if  delinquency  occurred,  regardless  of  the  financial  or  social 
standing  of  the  customer,  the  account  would  be  closed. 

During  the  first  twelve  months  on  the  new  basis,  the  store 
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increased  sales  55%.  decreased  accounts  receivable  35%,  and 
substituted  a  collection  turnover  of  42  days  for  the  former 
93  days. 

Stores  enforcing-  strict  collection  policies  so  frequently 
assert  that  the  policy  builds  sales  as  to  challenge  attention 
for  the  idea.  "I  have  often  been  told  by  other  dealers  that 
my  policy  of  making  people  pay  would  result  in  driving  away 
trade,"  wrote  a  veteran  furniture  dealer,  "but  we  have  found 
it  works  out  exactly  the  opposite.  Any  poor  payer  who 
owes  you  will  dodge  you  until  you  make  him  pay,  and  will 
frequently  tell  you  that  he  will  never  trade  with  you  again, 
but  he  will  be  back  within  a  month  for  more  goods,  after  you 
have  kept  after  him  until  he  has  paid  the  old  score." 

Situations  for  which  policies  will  be  set  up. — The  degree 
of  strictness  of  general  policy  is  manifested  in  numerous 
minor  collection  policies. 

How  soon  shall  customers  be  reminded  of  delinquency? 

How  liberal  shall  be  store  attitude  toward  requests  for 
extensions  and  partial  payments? 

To  what  extent  shall  collection  procedure  be  adapted  to 
the  individual,  and  to  what  extent  made  an  impersonal  mass 
enterprise? 

Shall  the  store  resort  to  garnishment?  Wage  assign- 
ments?   Suits? 

Shall  interest  be  charged  on  past  due  accounts? 

Conditions  local  to  the  store,  \\hich  the  experienced  busi- 
ness mind  recognizes,  variously  influence  answers  to  these 
and  allied  questions. 

Strictness  of  policy  relates  to  personnel. — .\  credit  or  col- 
lection manager  who  ])()ssc'sscs  tlu-  tact  and  diplomacy  of  an 
expert  salesman — such  (inalifications  are  found  in  the  equip- 
ment of  outstanding  men — can  control  customers,  retaining 
good-will,  with  strict  policies  which  in  clumsy  hands  would 
lose  customers  in  scores. 

A   tempered   collection   policy.      In    practice,    most    retail 
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stores  have  collection  policies  tempered  to  their  conditions. 

A  strict  policy  should  be  modified  only  as  there  is  genuine 
advisability  and  with  studied  regard  for  degree.  There  is 
unquestionably  widespread  modification  which  is  both  un- 
necessary and  expensive.  A  collection  policy  should  be 
made  as  strict  as  is  feasi1)le. 

Control  standards,  tests,  and  measures. — Every  grantor  of 
retail  credit  should  have  policies  in  respect  to  efficiency 
standards,  tests,  and  measures  which  at  once  set  objectives 
for  the  credit  and  collection  department  and  provide  contin- 
uous measurement  of  results. 

Tests  show  how  well  credit  operation  is  measuring  to 
standards.  Standards  are  accurately  based  on  individual  and 
group  experience.  Standardized  practices  contributing  to 
efficiency  can  be  adopted. 

The  principal  devices  of  control  are  here  enumerated. 

1.  Bad  debt  loss.  An  annual  percentage  of  net  total  or  of 
credit  sales,  within  which  the  credit  department  is  expected 
to  keep,  may  be  fixed.  In  accounting  practice,  a  reserve  for 
bad  debts  is  commonly  set  up.  Calculation  of  bad  debt  loss 
as  a  percentage  of  net  credit  sales  is  recommended. 

2.  Collection  percentage.  The  percentage  of  outstandings 
of  the  first  of  the  month  collected  during  the  month.  The 
collection  percentage  is,  with  the  bad  debt  loss,  the  most  gen- 
erally used  of  all  control  indicia. 

3.  Turnover  of  receivables  expressed  in  days.  Collection 
percentage  can  be  translated  into  turnover  in  days  by  use 
of  the  formula  |xlOO,  T  being  the  collection  percentage. 
Collections  of  40%  are  equivalent  to  a  turnover  of  75  days; 
50%,  turnover  of  60  days. 

4.  The  delinquency  percentage.  Proportion  of  all  ac- 
counts, amount  or  number,  which  are  past  due;  much  used 
by  instalment  stores. 

5.  Analysis  of  accounts.  How  receivables  are  distributed, 
by  month  of  origin,  has  considerable  relation  to  the  rate,  and 
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also  the  net  loss,  with  which  they  will  be  collected.  The 
charge  account  store  should  age  its  accounts  at  least  once 
a  year.  Some  stores  age  accounts  every  three  months,  and 
still  others  make  a  monthly  analysis.  The  distribution  of 
one  department  store  is  five  groups : 

1,  not  delinquent;  2,  30  to  60  days  past  due;  3,  2  to  6 
months  past  due;  4,  6  months  to  one  year  past  due;  5,  over 
one  year. 

Under  the  accounting  system  of  one  store,  the  distribution 
of  total  accounts  receivable  by  age  is  known  from  day  to 
day.  An  account  is  set  up  for  the  total  charge  sales  of  each 
month.  As  payments  are  made,  these  are  credited  to  the 
proper  months,  and  a  new  daily  total  for  each  month  secured. 

6.  Rejection  percentage.  The  proportion  of  applications 
for  credit  which  are  declined;  growing  in  use;  discussed  in  a 
later  section. 

7.  Suspense  ledger.  A  ledger  to  which  all  accounts  of  a 
given  age  or  a  doubtful  nature  are  transferred.  Some  stores 
transfer  to  suspense  all  accounts  three  months  past  due  ;  this 
is  an  unusually  strict  policy. 

8.  When  an  account  has  remained  a  varying  period  in  the 
Suspense  ledger,  and  has  been  given  thorough  collection 
treatment  without  success,  it  is  transferred  to  a  Profit  and 
Loss  ledger.  In  a  great  many  ofBces  not  using  the  Suspense 
ledger  routine,  acc(mnts  are  transferred  directly  to  Profit  and 
Loss.  No  uniformity  in  Profit  and  Loss  policies  is  found. 
Some  well-managed  stores  transfer  to  Profit  and  Loss  once 
a  vear,  when  annual  audit  is  made.  Some  chain  systems  re- 
quire to  be  transferred  to  Profit  and  Loss  at  annual  audit  all 
accounts  upon  which  no  i)aynK'nt  has  been  made  for  three 
months.  Some  stores  transfer  monthly  to  Profit  and  Loss, 
and  others  whenever  an  account  is  deemed  uncollectable. 

There  is  no  reason  why  collection  effort  need  cease  when 
an  account  is  transft-rrcd  to  Profit  and  Loss.  Indeed,  a  great 
nianv  stores  make  substantial  recoveries  on  Profit  and  Loss 


POLICIES  OF  ECONOMIC  COXTKOl.  25 

items.     A  strict  policy  in  use  of  the  Profit  and  Loss  ledj^er 
has  everything  to  commend  it. 

9.  The  credit  limit.  As  accounts  are  opened  limits  arc 
set  upon  them,  adapted  to  the  individual  customer.  A  time 
limit  rates  the  customer  for  lenj^th  of  credit  lacking  pay- 
ment.    Limits  are  changed  as  customer  experience  suggests. 

10.  Limit  on  receivables.  Budgeting  for  the  year  ahead,  a 
store  establishes  a  maximum  figure  for  accounts  receivable. 
Policies  in  extending  credit  and  effecting  collections  must  be 
coordinated  to  achieve  this. 

This  general  control  idea  is  used  in  an  approximate  man- 
ner by  stores  which  figure  to  have  on  the  books  at  one  time 
a  certain  amount  of  normal  business — say,  three  months. 

11.  A  requirement  that  credit  department  collect  each 
month  a  month's  business. 

12.  A  requirement  that  every  account  on  books  be  in- 
spected at  least  once  a  month. 

13.  Automatic  closing  of  accounts  when  not  met  as  stipu- 
lated in  terms. 

14.  Budgeting  of  credit  office  expenditures. 

15.  Miscellaneous.  One  large  clothing  store  reported  an 
annual  December  collection  drive. 

The  fact  that  credit-granting  has  a  dual  objective,  and 
maximum  sales  volume  must  be  contributed  to  while  credit 
cost  is  kept  within  limits,  explains  why  credit-granting  is  a 
professional  task.  It  is  practical  for  any  retail  store  to  set 
up  a  control  routine,  drawing  on  the  standards,  tests,  and 
measures  which  have  here  been  outlined,  and  thereby  insure 
restriction  within  sound  limits  of  credit  costs. 

Control  forms  for  hardware  dealers. — Two  forms,  using 
the  budget  principle,  developed  by  the  National  Retail  Hard- 
ware Association  for  its  members  provide  for  control  of 
credit  business. 

An   expense   control    form    incorporates   regular   monthly 
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estimates,  and  notations  as  they  occur  of  the  actual  losses 
on  notes  and  accounts. 

A  business  control  form  has  columns  for  notes  and  ac- 
counts receivable.  First  is  shown  the  monthlybalance.  Be- 
side this  is  figured  the  credit  months.  Credit  months  are 
obtained  by  dividing  charge  total  of  year  to  current  month 
by  number  of  months,  then  dividing  outstandings  by  the 
monthly  average. 

The  profit  vanishing  point  in  accounts  receivable. — When 
payment  of  an  account  is  delayed,  costs  accumulate  to  de- 
stroy profit.  E.  Gamlen  offers  a  formula  determining  how 
long,  on  the  average,  an  account  can  go  unpaid  before  loss 
sets  in.    The  formula  is  : 

"The  net  profit  on  accounts  receivable,  multiplied  by  the 
number  of  days  in  the  period,  and  divided  by  the  costs  of 
getting  in  the  money  for  the  period,  equals  the  profit  va1ll^h- 
ing  point." 

Thus,  if  net  profit  is  4j/^%,  and  cost  of  getting  in  the 
money  for  the  jieriod,  30  days,  is  1^'%-  ^^^^  profit  will  vanish 
in  90  days. 

Analysis  of  office  credit  expense. — A.  S.  Jacobs,  credit 
manager,  Peoples  Dry  (ioods  Company,  El  Paso,  Texas,  in 
talking  before  the  annual  convention  of  the  Retail  Credit 
Men's  National  Association,  1926,  offered  a  standardized 
form  for  credit  department  operating  costs.  Dividing  all 
operating  costs  into  three  divisions — direct  billing  expense, 
general  credit  overhead,  and  supplies,  he  declared  that  a 
combined  cost  of  2%  could  be  taken  as  a  dependable  figure 
for  efticient  management.  This  percentage  is  on  credit 
sales.  He  allowed  for  billing  expense,  9/16  of  1%  ;  for  gen- 
eral credit  overhead.  1  4/16%  ;  for  supplies,  3/16%.  Jacobs' 
standardized  form  called  for  these  items: 

Direct  P.illing  Exj)ense :  billing  clerks,  ticket  stufTers. 
ledger  control  clerk  (proof  sheet  balancing),  ticket  assorting 
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clerks,  utility  clerk,  ledger  head-up  clerk,  credit  association 
reporter,  manager  mechanical  department. 

General  Credit  Overhead:  credit  manager,  assistant  credit 
manager,  auditing-  expense,  charge  authorization  clerk,  office 
cashiers,  stenographers  (credit  and  collection  departments 
only),  office  boys,  annual  legal  retainers,  credit  association 
memberships,  collectors. 

Supplies:  monthly  statements,  ledger  pads,  proof  sheets, 
postage  and  envelopes,  intermonthly  billheads,  stationery, 
machine  carbon  paper,  typewriter  and  billing  machine 
ribbons. 

In  offering  2%  as  a  standard  percentage  for  credit  depart- 
ment operation,  Jacobs  said  it  represented  conference  with 
"some  of  the  most  representative  members  of  this  asso- 
ciation." 

Credit  expense  under  nineteen  heads. — An  accounting 
routine  for  very  large  stores  classified  credit  department 
expense  under  nineteen  heads:  salaries  and  wages,  office; 
salaries  and  wages,  collectors;  bonuses;  suppers;  stationery 
and  office  supplies;  publication  subscriptions;  membership 
dues;  carfare;  collectors'  automobiles;  unauthorized  pur- 
chases; traveling-sundry;  tolls;  telegrams;  postage;  insur- 
ance; surety  bonds;  bad  accounts;  collection  costs;  credit 
information. 

Credit  costs — New  York  rural  survey. — Expressed  as  a 
percentage  of  total  net  sales,  credit  costs  found  in  the  New 
York  rural  credit  store  survey  reported  by  Spencer  were : 
farm  supply  stores,  3.85%;  hardware  stores,  3.47%;  imple- 
ment stores,  3.36%  ;  blacksmith  shops  and  garages,  2.97%o  ; 
feed  stores,  2.72 %o  ;  general  stores,  2.23%o.  The  average 
cost  of  credit  for  all  stores  was  2.83%  of  total  sales.  Ex- 
pressed as  percentages  of  credit  sales,  credit  costs  were: 
hardware  stores,  7.60% ;  implement,  5.96%:  ;  farm  supply, 
5.91%  ;  blacksmith  shops  and  garages,  5.69%  ;  general  stores, 


30  RETAIL  CREDIT  PR.'\CTICE 

5.05%;  and  feed  stores,  4.60%.  The  average  net  cost  as  a 
percentage  of  credit  sales  for  all  stores  was  5.28%. 

Spencer  made  analysis  to  show  how  these  costs  were  made 
up.  Of  net  cost  of  credit  among  feed  stores,  36%  was  inter- 
est lost,  26%  accounting  costs,  5%  office  supplies,  10%  col- 
lection costs,  and  23%  bad  accounts.  Among  general  stores, 
25%  was  interest,  36%  accounting,  6%  office  supplies,  7% 
collection  costs,  and  26%  bad  debts. 

A  retail  credit  need  is  much  more  data  showing  perform- 
ance conditions  in  the  accounting  and  office  side  of  credit. 
It  is  to  be  hoped  that  the  near  future  will  find  expert  survey 
service  engaged  upon  the  problem. 


CHAPTER  III 

COLLECTION  PERCENTAGES,  BAD  DEBTS,  AND 
OTHER  CREDIT  EFFICIENCY  INDICIA 

COLLFXTION  perecntat^es  are  found  to  run  normally  high  in 
some  trades,  and  normally  low  in  others.  Thus,  dairies 
and  laundries — having',  respectively,  day  to  day  and  week  to 
week  business  relations  with  customers  by  personal  contact 
through  drivers — practically  all  of  whose  accounts  are  small 
— average  high  percentages,  up  to  85%.  Large  food  stores 
frequently  have  collection  percentages  of  60%  to  70%. 
Most  department  stores,  on  the  other  hand,  have  percent- 
ages between  35%  and  50%. 

The  individual  trade  is  only  one  approach  to  the  influ- 
ences which  aflfect  the  collection  percentage. 

Competitive  conditions ;  how  other  stores  enforce  collec- 
tions; how  liberal  the  store  is  in  extending  credit,  making 
credit  a  large  factor  for  sales ;  the  community  flow  of  income  ; 
the  extent  and  the  period  for  which  consumers  require  credit 
— all  these  contribute  to  the  result. 

The  month  of  the  year  affects  percentage.  Credit  bureau 
managers  reported  these  months  normally  the  highest  for 
their  communities:  Worcester,  Mass.,  January;  Auburn,  N. 
Y.,  July;  Clarksburg,  W.  Va.,  March;  Daytona  Beach,  Fla., 
January.  The  lowest  months  for  these  communities  were 
reported,  respectively,  as  August,  February,  January,  Sep- 
tember. Of  normal  Fall  River,  Mass.,  i)ercentages,  it  was 
reported  that  they  "do  not  vary"  by  months.  January  is 
normally  the  highest  collection  percentage  month  in  Denver, 
Colorado,  while  lowest  percentages  occur  in  the  summer. 
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Abnormal  business  conditions  will,  obviously,  affect  collec- 
tion percentages.  Widespread  unemployment,  crop  failure, 
floods,  suggest  themselves.  These  constitute  a  much  more 
serious  danger  for  the  store  in  the  small  community  than  in 
the  large  one  where  risk  diffusion  accomplished  by  most 
customer  groups  is  an  adequate  safeguard. 

The  efficiencv  of  credit  department  personnel  is  only  one 
of  the  influencing  factors  within  the  store.  Store  policies  are 
important.  A  store  which  limits  credit  volume,  accepting 
only  first-class  risks  and  closing  slow  accounts  promptly, 
manifestly  can  attain  a  collection  percentage  not  possible 
for  the  store  of  very  liberal  policies.  A  store  offering  com- 
pelling merchandise  values  in  competition  can  enforce  strict 
policies,  and  still  hold  customers,  which  competitors  cannot. 

The  fact  that  credit  grantors  have  a  considerable  measure 
of  control  over  collection  percentages  is  recognized  in  mod- 
ern store  management,  collection  percentages  reflecting  ef- 
ficiency being  required.  The  collection  percentages  of  an 
individual  store  should  be  as  high  as  possible,  compatible 
M'ith  business-building  and  final-profit  considerations. 

Comparative  study  of  collection  percentages  of  representa- 
tive city. — The  following  tables  cover  the  collection  percent- 
age history  of  seven  department  and  departmentized  spe- 
cialty stores,  one  high-class  jewelry  store,  two  shoe  stores, 
and  five  men's  clothing  stores,  located  in  a  representative 
city,  from  September,  1925,  to  January,  1928. 

Included  in  the  study  are  all  the  downtown  department 
stores  of  the  city,  with  the  exception  of  one  which  has  a 
strictly-cash  policy.  One  of  the  clothing  stores  is  a  member 
of  a  national  chain,  as  is  also  one  of  the  department  stores. 

During  the  years  covered  by  the  study,  the  business  of 
this  citv  had  rises  and  falls,  none,  however,  of  an  especially 
marked  nature. 
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Department  and  Departmentized  Specialty  Stores  of  a 
Representative  City 

Collection  Records,  Septeniher.  1925,  to  January,  1928 


1 

Sept.,  1925 35.80 

Oct 38.70 

Nov 38.76 

Dec 40.26 

Jan..   1926 43.50 

Feb 35.82 

Mar 35.70 

Apr 35.78 

May 34.58 

June 36.16 

July 36.02 

Aug 33.82 

Sept 34.63 

Oct 35.76 

Nov 38.15 

Dec 40.87 

Jan.,  1927 43.12 

Feb 35.19 

Mar 38.91 

Apr 36.35 

May 36.63 

June 36.49 

July 37.50 

Aug 35.45 

Sept 37.73 

Oct 39.46 

Nov 38.04 

Dec 41.59 

Jan.,   1928 45.99 


36.18 

44.34 

38.43 

47.99 

35.75 

47.71 

39.00 

45.17 

38.99 

49.12 

36.08 

45.88 

35.76 

47.08 

36.71 

43.88 

37.60 

43.76 

36.57 

44.23 

39.44 

47.83 

36.38 

44.44 

36.50 

38.90 

40.91 

48.46 

40.19 

48.09 

40.95 

47.90 

42.43 

49.84 

40.65 

44.57 

39.60 

43.71 

37.26 

44.29 

37.53 

45.45 

38.76 

43.39 

37.88 

45.23 

39.24 

43.51 

36.42 

43.57 

39.66 

47.70 

43.62 

46.37 

40.84 

45.44 

42.55 

48.38 

36.09 
39.89 
38.92 
40.60 
36.11 
35.82 
38.05 
36.52 
36.44 
38.10 
37.31 
36.70 
38.05 
38.48 
41.29 
42.26 
40.25 
37.12 
39.85 
38.13 
39.14 
38.08 
38.75 
37.25 
37.56 
38.90 
43.54 
40.24 
41.25 


36.18 

36.90 

39.22 

39.35 

39.16 

36.49 

35.63 

35.41 

37.59 

39.18 

37.09 

34.92 

36.36 

38.70 

38.58 

40.78 

41.19 

37.42 

37.76 

38.95 

39.09 

37.87 

37.11 

38.23 

37.42 

42.28 

41.21 

41.04 

41.44 


41.71 
43.86 
42.55 
46.07 
30.27 
35.17 
37.69 
35.63 
38.07 
37.08 
37.55 
38.19 
36.74 
39.38 


36.02 
34.83 
34.31 
35.03 
37.01 
36.39 
34.83 
34.37 
37.29 
38.45 
38.77 
36.91 
39.47 


42.90 
34.91 
36.05 
38.93 
38.26 
41.58 
40.05 
38.70 
39.18 
39.30 
39.32 
36.60 
37.70 
41.50 
38.20 
39.92 
38.50 
40.01 
40.10 
39.44 
39.37 
38.60 
39.70 
38.60 
42.40 
40.20 
40.69 
39.46 


34 


RETAIL  CREDIT  PRACTICE 


Clothing,  Shoe,  Jewelry  Stores  of  a  Representative  Citv 
Collection  Percentages,  September,  1925,  to  January,   1928 


Men's  Clothin"- 


Shoe         Jeweler 


1 


4 


/ 


8 


Sept.,  1925  40.90 

Oct 45.18 

Xov 46.01 

Dec 42.46 

Jan.,   1926  41.95 

Feb 43.93 

.Mar 44.32 

Apr 42.26 

May 41.69 

June 45.45 

July 42.56 

Aug 50.00 

Sept 46.45 

Oct 47.59 

Nov 43.72 

Dec 48.72 

Jan.,   1927  45.66 

Feb 43.64 

Mar 43.32 

.\pr 46.05 

May 41.44 

June 42.97 

July 46.02 

Aug 45.72 

Sept 46.80 

Oct 44.58 

Xov 41.19 

Dec .50.73 

Jan..    1928  46.07 


38.00 

39.00 

38.60 

40.72 

40.53 

36.76 

36.66 

39.56 

38.00 

41.60 

46.73 

38.00 

42.25 

42.38 

39.30 

42.00 

38.57 

36.00 

33.50 

35.29 

29.28 

38.15 

34.11 

30.59 

34.27 

35.56 

.38.11 

39.25 

35.65 


44.47 

65.07 

64.00 

50.03 

57.69 

48.07 

59.47 

61.54 

52.36 

56.68 

51.04 

53.04 

64.97 

61.44 

50.85 

50.48 

56.99 

54.46 

52.58 

49.17 

69.93 

45.32 

47.66 

52.68 

52.38 

53.55 

53.01 

42.75 

53.05 


36.25 

41.60 

37.21 

36.00 

36.55 

34.86 

38.15 

34.45 

35.88 

35.21 

33.27 

33.64 

33.85 

37.59 

32.80 

35.04 

35.72 

33.78 

37.11 

36.00 

32.35 

34.32 

30.62 

35.60 

34.84 

37.64 

37.10 

34.68 

36.95 


57.36 
57.04 
51.64 
49.00 
48.00 
49.76 
47.00 
49.00 
49.30 
44.00 
49.00 
49.00 
51.00 
49.00 
49.52 
48.00 
47.00 
45.10 
48.00 
45.70 
43.00 
44.00 
42.00 
46.00 
41.00 
46.00 
41.78 
44.00 
44.00 


43.80 
46.00 
44.30 
42.80 
42.11 
44.45 
45.45 
41.52 
43.89 
43.24 
43.00 
43.00 
41.52 
43.11 
41.00 
40.00 
39.65 
40.00 
41.33 
40.00 
40.00 
40.00 
40.00 
41.65 
38.24 
40.16 
40.00 
38.00 
40.00 


56.32 
59.00 
57.14 
59.24 
56.60 
57.30 
60.82 
52.47 
55.65 
59.83 
59.20 
57.24 
58.60 
62.55 
54.24 
54.35 
57.23 
54.00 
56.58 
54.55 
58.91 
55.78 
59.58 
56.87 
52.25 
59.38 
51.28 
54.30 
57.56 


62.00 
75.00 
65.68 
79.60 
68.50 
47.00 
47.00 
57.00 
62.00 
61.00 
52.50 
55.00 
61.00 
65.00 
65.00 
55.00 
64.52 
53.00 
54.00 
56.00 
57.60 
79.70 
68.57 
63.40 
66.30 
60.00 
67.00 
77.00 
57.50 
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Retail  lumber  trade  statistics. — Collection  statistics  of 
eight  lumber  companies  from  January,  1927,  to  April,  1928, 
are  given.  Here  are  apparent  special  conditions  inherent  to 
the  trade.  The  diversity  in  size  of  accounts  and  fluctuations 
in  sales  may  prevent  production  of  a  monthly  percentage 
figure  which  has  value  as  an  average.  Diversity  in  collec- 
tion efficiency  of  individual  companies  will  be  noted. 

Eight  Retail  Lumber  Companies  of  a  Representative  City 
January.  1927,  to  April,  1928 


1 


6 


8 


Jan.,  1927 

Feb 

^lar 

Apr 

May 

June 

July 

Aug 

Sept 

Oct 

Nov 

Dec 

Jan.,  1928 

Feb 

Mar 

Apr 


61.48 
59.74 
65.05 
53.70 
62.91 
57.00 

56.00 
65.29 
52.00 
40.00 
50.61 
40.16 


48.90 
51.10 


34.00 

36.00 

42.50 

.... 

47.00 

28.00 

35.00 

31.20 

43.50 

37.90 

41.00 

29.00 

41.50 

34.00 

34.00 

17.50 

46.00 

33.00 

35.00 

43.00 

45.60 

71.00 

45.90 

63.00 

50.20 

32.20 

61.00 

40.00 

49.00 

40.50 

39.00 

47.90 

60.00 

39.00 

39.00 

36.00 

32.00 

51.00 

40.70 

45.00 

31.20 

58.00 

39.50 

54.80 

36.70 

50.50 

35.50 

57.00 

39.00 

45.40 

32.00 

43.50 

46.20 

62.00 

55.00 

37.30 

41.00 

35.60 

70.00 



33.00 

43.00 

25.50 

82.00 

30.00 

61.70 

28.00 

44.00 

35.50 

58.00 

30.29 

36.00 

33.00 

71.00 

35.00 

65.00 

30.50 

32.60 

71.50 
48.00 
32.20 
45.00 
35.00 

24.00 
51.00 
50.00 
58.00 
35.00 
33.00 

70.00 
45.00 


Federal  Reserve  Bank  statistics. — One  phase  of  business 
survey  service  performed  by  Federal  Reserve  Banks  is  the 
compilation  of  collection  percentage  data.  This  is  principally 
for  department  stores,  a  large  number  of  which  report.  It 
will  be  noted  that  the  tendency  of  collection  percentages  of 
the  individual  city  is  to  remain  within  a  rather  narrow  range. 


36 


RETAIL  CREDIT  PRACTICE 


Data  for  28  cities  and  two  districts,  which  average  all  figures, 
is  given  for  three  separated  months  of  1927. 


City                                         .March.  1927 

July.  1927 

Nov..  1927 

Akron    

28.2 

24 

26.6 

Atlanta  Federal  Reserve 

District    

35.3 

36.4 

35 

Boston     

47.8 

46 

46.5 

Buffalo    

55.6 

48.7 

55 

Cincinnati    

40.1 

31.9 

45.7 

Columbus    

49.5 

45.2 

Dallas    

ZZ.7 

29.4 

r^.?> 

Evansville   

47.2 

44.9 

37.5 

Ft.  Worth 

34.9 

30.6 

Z7.6 

Houston    

42.4 

36.5 

45 

Kansas  City  Federal 

Reserve 

District    

42.4 

40.1 

41.3 

Little  Rock 

29.6 

28.9 

32.1 

Louisville    

42.8 

42.7 

44.1 

Los  Angeles   

59.8 

53.9 

56 

T\Iemphis   

41.7 

40.8 

46 

Newark  

48 

44 

45.8 

New  Haven    

46.1 

51.2 

53.4 

New  York    

52.6 

45.8 

51.4 

Oakland    

35.5 

33.1 

34.4 

Pittsburgh     

39 

35.5 

38.8 

Providence    

55.8 

52.4 

57.8 

Quincy    

29.9 

28.9 

38.5 

Rochester    

68.7 

36.4 

44.1 

Salt  Lake  Citv   .... 

41.8 

43.8 

50.2 

San   hVancisct)    .... 

37.3 

34.9 

37.6 

Seattle   

46.6 

41.0 

44.4 

.SprinjL^'fR'ld,    M<i.    .  . 

25.1 

26.2 

29.2 

St.    L(tuis    

46.2 

41.4 

51.4 

Toledo     

45.6 

42.1 

Wheel  itif,'     

34.2 

33.5 

35.4 
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Nebraska  collection  data. — A  University  of  Nebraska  sur- 
vey (reported  in  Bulletin  No.  6,  Nebraska  Studies  in  Business) 
found  average  monthly  collection  percentages  as  follows : 
grocery,  82.5%;  department  stores,  53^> ;  clothing,  43.4%; 
general,  34.7/^  ;  furniture,  17.7/^).  Open  accotmt  and  instal- 
ment account  outstandings  and  collections  considered  to- 
gether, explain  the  furniture  ])ercentage.  The  percentage  of 
collections  on  open  accounts  of  furniture  stores  was  47.4%. 
The  average  grocery  account  was  collected  in  36.8  days ; 
department  store,  57.4  days;  clothing,  70  days;  general  store, 
S<S.3  days;  and  furniture,  172.1  days. 

Accounts  turnover  of  clothing  stores. — The  average  turn- 
over of  receivables  of  44  Kansas  retail  clothing  stores,  re- 
ported in  Kansas  Studies  in  Business,  No.  1,  was  76  days. 
Turnover  of  individual  stores  was  from  31  days  to  302  days. 

New  York  City  figures:  average,  high,  low. — The  condi- 
tion of  collection  percentage  variation  within  trades  is  shown 
by  a  report  of  the  Associated  Retail  Credit  Men  of  New 
York  City  for  January,  1928: 

Department  stores:  average,  52.18%;  high,  66.2%;  low,  46%. 
Ladies'  s]>ecialty :  average,  53.34%;  high,  66%;  low,  47%. 
Men's  specialty:  average,  54.53%;  high,  66%;  low,  42.15%. 
Men's  and  women's  specialtv :  average,  56.87%  ;  high,  66%  ;  low. 
43.8%. 

Miscellaneous  specialty:  average,  59.29%;  high,  727r  ;  If'w,  47%. 

The  delinquency  percentage. — Seligman  gives  the  delin- 
quency ])ercentage  history  of  two  piano  houses  for  the  years 
1908  to  1926.  An  account  was  considered  delinquent  when 
over  thirty  days  past  due ;  percentages  were  compiled  twice 
a  year.  The  percentage  of  unpaid  balances  reached  highs  of 
11.37%  in  1908  and  11.65%  in  1915,  and  lows  of  4.44%  and 
4.71%  in  1921.  The  figures  of  recent  years:  1922,  first  half, 
7.50%,  second  half,  6.90%  ;  1923,  first  half.  6.20%,  second  half. 
6.09%  ;  1924,  first  half,  6.43%,  second  half,  7.55% ;  1925,  f^rst 
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half,  7.507r),  second  half,  8.18%;  1926.  f^rst  half.  8%.     {Eco- 
iwuiics  of  Instalment  Selling,  Yo\.  11.  p.  338). 

Instalment  collection  percentages. — There  is  reproduced 
a  chart  showing  instalment  account  collection  percentages  of 
New  England  department  stores,  prepared  by  the  Federal 
Reserve  Bank  of  Boston.  The  range  is  approximately  13% 
to  20%,  with  high  points  early  in  the  year,  again  in  late 
summer  and  early  fall,  and  low  points  for  year  in  July. 
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Fig.  3.  A  Three-Year  Record  of 
Instalment  Collection  Percent.\ges 
OF  New  England  Department 
Stores.  (Federal  Reserve  Bank  of 
Boston.)  ,- 


The  Federal  Reserve  Bank  of  San  Francisco  compiles 
instalment  percentages.  These  are  reproduced  below  for  a 
sample  period — for  department  store  instalment  accounts, 
all  other  instalment  accounts,  and  furniture  store  instalment 
accounts.  These  figures  are  for  the  San  Francisco  district, 
including  Los  Angeles,  Salt  Lake  City,  Oakland,  San  Fran- 
cisco, and  Seattle. 
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Instalment  clothing  standards. — One  credit  clothing  store 
reported  a  monthly  collection  standard  of  20%.  Another,  a 
chain,  limiting  payment  period  to  four  months,  expects  man- 
agers to  collect  6%  of  outstandings  each  week. 

Summary. — Collection  percentages  are  found  principally 
within  the  30%  to  60%  range.  Since  we  are  dealing  with 
average  figures,  it  is  clear  that  many  individual  stores  must 
reach  or  exceed  50%.  Some  observers  have  rated  the  aver- 
age collection  percentage  of  the  country  as  40%.  Study  of 
common  figures  is  valuable,  but  the  principle  must  be  kept 
before  us  that,  finally,  the  conditions  of  the  individual  store 
govern  and  measure  its  efficient  percentage.  The  38%  figure 
of  one  store  may  be  associated  with  greater  credit  efficiency 
than  the  62%  of  another.  It  may  be  practical,  and  perhaps 
necessary,  in  efficient  operation,  for  a  store  to  secure  a  per- 
centage 5%  to  15%  better  than  common  figures  of  its  trade. 

A  study  of  bad  debt  losses. — Credit  among  retail  stores  is 
universally  found  in  the  role  of  sales  builder.  Some  risk  and 
a  certain  amount  of  actual  loss  are  assumed  to  be  necessary 
concomitants.  '  There  are   two  aspects   of  bad   debt   losses. 
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The  first  is  the  practical  range — what,  under  efficient  man- 
agement, loss  will  be.  The  experience  of  groups  of  stores, 
reported  by  trained  investigators,  helps  to  answer  this  ques- 
tion and  has  some  general  trade  bearing  on  the  second  as- 
pect, the  bad  debt  percentage  a  store  can  well  afford  to  incur 
in  extending  sales.  The  latter  will  vary  with  store,  trade, 
clientele,  competition.  A  condensed  statement  of  bad  debt 
investigations  is  presented. 

Most  bad  debt  percentages  are  computed  on  total  net  sales 
rather  than  on  credit  sales.  The  distinction  is  important.  In 
a  University  of  Nebraska  investigation,  bad  debt  percentages 
of  total  sales  were  1.1%  for  general  stores;  .77^c,  shoe; 
1%,  clothing;  .67%,  hardware;  .37%,  department  stores. 
Figured  on  credit  sales,  the  same  losses  were  4.45%  for 
general  stores;  2.67%,  shoe;  1.5%,  clothing;  1.45%,  hard- 
ware; 1.3%,  department  stores. 

In  an  investigation  of  the  Bureau  of  Business  Research, 
University  of  Kansas  School  of  Business,  reported  by  Henry 
F.  Holtzclaw,  Ph.D.  (Kansas  Studies  in  Business,  No.  1), 
clothing  stores  whose  volume  w-as  less  than  $100,000  in 
1924,  had  losses  from  bad  debts  of  .00%  to  1.6%  of  total 
sales,  and  .00%  to  6.6%  of  credit  sales;  over  $100,000,  losses 
from  .1%  to  2.2%  of  total  sales,  and  from  .75%  to  5.4%  of 
credit  sales.  Averages  were,  first  group,  .4%  of  total  sales, 
1.5%  of  credit  sales;  second  group,  .6%  of  total  sales,  2%  of 
credit  sales. 

It  should  be  rcnieml)crc(l  that  bad  debt  ])ercentages  are 
considerably  larger,  as  a  percentage  of  credit  sales,  than 
survey  figures  based  on  total  net  sales  show  them.  In  most 
non-instalment  trades,  charge  account  volume  seldom  ex- 
ceeds 75%,  and  is  found  as  low  as  15%  or  less. 

Department  stores;  departmentized  specialty  stores. — Bad 
debt  loss  of  163  (leparlmciit  stores  lia\  ing  $1,000,000  and 
over  net  sales  in  1026  (Ilarxard  I'liroau  <if  Business  Re- 
search) was  .259^,  ill   total  c'\])ense  of  30.3%.     Dt'itartnicnt 
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stores  with  net  sales  below  $1,000,000  (284  reporting)  aver- 
aged .3%,  with  total  expense  of  28.7%.  Fifty  departmen- 
tized  specialty  stores  had  a  common  bad  debt  loss  of  .35%, 
and  total  expense  of  31.9%.  Department  of  Education  and 
Research,  National  Association  of  Credit  Men,  found  de- 
partment store  bad  debts  over  a  five-year  period  to  be  .255%. 

Hardware  stores. — Thorough  data  covering  hardware 
trade  l)ad  debt  losses  has  been  systematically  accumulated 
for  several  years  by  the  National  Retail  Hardware  Asso- 
ciation. 

For  the  rear  1926.  these  were  the  findings: 
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Lumber  and  building  materials  dealers. — The  Harvard 
Bureau  of  Business  Research,  compiling  figures  for  1926, 
divided  building  materials  dealers  into  five  classes.  Lumber 
dealers  had  an  average  bad  debt  loss  of  .7%,  in  total  expense 
of  24.5%.  Mason  material  dealers  had  a  bad  debt  loss  of 
.8%,  in  an  expense  percentage  of  21.1%.  The  percentage 
for  mason  materials  and  coal  was  .4%,  in  total  expense  of 
25.4%  ;  of  lumber  and  mason  materials,  .8%,  with  total  ex- 
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pense  of  22.8%  ;  and  lumber,  mason  materials,  and  coal,  .7%, 
in  total  expense  of  23%. 

Tire  stores. — Eighty-three  tire  stores  had  in  1923  a  com- 
mon bad  debt  percentage  of  .8%  (Harvard  Bureau  of  Busi- 
ness Research). 

Grocery  stores. — Five  hundred  forty-five  grocery  stores, 
covered  by  a  Harvard  Bureau  of  Business  Research  survey, 
had  in  1924  a  common  bad  debt  percentage  of  .4%. 

Jewelers. — The  bad  debt  percentage  of  172  retail  jewelry 
stores  for  1925  was  .5%  (Harvard  Bureau  of  Business  Re- 
search), 

Stationery  and  office-outfitting  stores. — A  survey  of  262 
stores  in  this  trade  for  1926,  by  the  Harvard  Bureau  of 
Business  Research,  found  an  average  bad  debt  loss  of  .3%. 
This  figured  in  total  expense  against  net  sales  of  32.3%. 

Shoe  stores. — Among  499  shoe  stores,  the  Harvard  Bu- 
reau of  Business  Research  found  losses  from  bad  debts  to 
average  .2%  of  net  sales  in  1923. 

Radio  dealers. — One  hundred  forty  radio  dealers,  located 
in  75  Kansas  cities,  contril)ute(l  to  a  1926  credit  sales  study 
made  by  the  Bureau  of  Business  Research,  School  of  Busi- 
ness, University  of  Kansas.  "Twenty  of  the  firms  included 
in  this  study,"  stated  Henry  F.  Holtzclaw,  Ph.D.,  ''report  no 
losses  whatever  on  either  open  book  accounts  or  instalment 
sales.  For  the  remaining  concerns  from  which  information 
has  been  received,  the  losses  vary  from  .2%  to  7 .Z'^c  on  open 
accounts,  and  from  .1%  to  10%  on  instalment  sales.  The 
average  losses  for  all  dealers  reporting  are  .55%  on  ojien  ac- 
counts and  .66%  on  instalment  sales." 

Bad  debts  in  Colorado  expense-and-profit  studies. — Busi- 
ness I'ulletin  Xo.  16,  University  <»f  Colorado  (October, 
1027),  rei)orted  bad  debts  findings  in  a  detailed  analysis  of 
retailers'  expenses  and  profits.  Percentages  were  computed 
upon  annual  net  sales. 

I'.ad   debts   of   grocery   stores   of  over  $100,000   in    annual 
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sales  were  .3%  ;  between  $70,000  and  $100,000,  .4%  ;  $50,000 
to  $70,000,  .55%  ;  under  $50,000,  .3%.  There  was  bad  debt 
recovery  for  these  groups  of  .05%,  .05%,  .15%,  .15%. 

The  findings  reported  for  other  trades  follow: 

Drug  Stores.— Over  $40,000,  .2%  ;  $20,000  to  $40,000,  .4%  ; 
under  $20,000,  .05%.  Bad  debt  recovery,  for  second  group, 
.05%,  other  groups,  less  than  .05%. 

Hardware  Stores.— Over  $100,000,  .85%  ;  $60,000  to  $100,- 
000,  .9%  ;  $25,000  to  $40,000,  .45%  ;  under  $25,000,  .4%  ;  net 
after  deducting  bad  debt  recovery. 

Clothing  Stores.— Over  $100,000.  A%  ;  under  $100,000, 
.6%.     Bad  debt  recovery,  respectively,  .05%  and  .2%. 

Lumber  Yards.— Over  $100,000,  l"2%;  $40,000  to  $100,- 
000,  .9%  ;  under  $40,000,  1.3%. 

Retail  clothiers. — A  survey  of  the  Department  of  Educa- 
tion and  Research,  National  Association  of  Credit  Men, 
found  the  average  debt  loss  of  retail  clothiers,  over  a  five- 
year  period,  to  be  .735%. 

Instalment  stores. — Of  24  furniture  stores  surveyed  by  the 
Bureau  of  Business  Research,  Ohio  State  University,  credit 
losses  for  1925,  expressed  as  a  percentage  of  credit  sales, 
were:  less  than  1%,  7  stores;  1%  to  2%,  6  stores;  2%  to  4%, 
3  stores;  4%  to  6%,  6  stores ;  6%  to  8%,  1  store;  8%  to  10%, 
1  store.  The  store  with  the  highest  credit  loss,  8.79%,  had 
annual  sales  a  little  over  $320,000,  92.6%  of  which  were  on 
credit.  The  lowest  figure,  .13  of  1%,  was  made  by  a  store 
which  had  no  repossessions  during  the  year — total  sales, 
$180,000;  credit  sales,  75%. 

"Losses  from  bad  debts  under  the  ten-payment  plan  are 
in  the  neighborhood  of  one  per  cent  of  sales  at  the  present 
time,"  the  Bureau  of  Business  Research,  Ohio  State  Uni- 
versity, reported  after  a  comprehensive  survey.  (The  Ten- 
payment  Plan  of  Retailing  Men's  Clothing,  H.  D.  Comer,  page 
27,  1926.) 

Mark-ups  found  associated  with  merchandise  commonly 
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sold  on  the  instalment  plan  permit  a  practical  higher  credit 
loss  than  most  merchandise  of  the  charge  account  store.  It 
is  generally  assumed  that  instalment  stores  as  a  group  have 
higher  losses  than  charge  account  stores.  The  experience 
of  one  large  clothing  chain,  it  is  reported,  determines  5% 
to  6%  as  a  maximum  satisfactory  bad  debt  loss.  A  large 
credit  jewelry  chain  regards  4%  as  a  high  loss ;  most  stores 
keep  within  2%.  However,  among  instalment  jewelers  credit 
losses  of  5%  are  declared  to  be  very  moderate. 

In  most  instalment  trades,  credit  loss  of  2%  to  3%  is 
probably,  under  most  circumstances,  an  excellent,  if  not  ex- 
ceptional, showing. 

Summary. — Common  figures,  such  as  are  here  principally 
presented,  average  the  poor  and  the  good  in  credit  perform- 
ance. However,  it  is  a  fair  assumption  that  the  relative 
proportion  of  good  performances  inclines  to  be  high.  The 
participation  of  stores  in  expense-and-profit  studies  is  vol- 
untary, and  progressive  stores,  and  stores  taking  pride  in 
their  statistical  picture,  can  be  expected  to  contribute  in 
larger  proportion  than  mediocre  stores.  A  "sample"  group 
of  stores  in  any  of  the  trades  covered  would  probably  show 
higher  average  losses. 

Because  figures  are  averages,  however,  the  ambitious 
credit  man  can  expect  to  better  them  if  he  is  especially  effi- 
cient. Exceptional  credit  dej^artments  in  most  trades  attain 
credit  losses  as  low  as  yl  oi  1%.  '  In  general,  for  nearly  any 
charge  account  store,  ^  of  1%  is  a  practical  figure  to  keep 
within,  and  thousands  of  stores  do  it. 

Rejection  percentages. — "The  per  cent  of  credit  applica- 
tions declined  is  influenced  by  location,  class  of  trade,  or 
store  policy.  It  may  be  influenced  by  the  conduct  of  other 
merchants.  It  ranges  from  8%  to  20%,  and  I  have  refer- 
ence now  to  the  large  department  stores,  where  there  is  a 
sufficient  volume  lo  show  rather  accurately  a  condition,"  J. 
n.    \'an    (le    \\\'iter,    general    manager.    Retail     Merchants' 
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Credit  Association  of  Los  Angeles,  told  the  Retail  Research 
Association. 

Every  store  must  reject  some  applicants,  and  some  stores 
reject  many.  Within  the  department  store  group  of  the  Re- 
tail Credit  Men's  Association  of  Denver,  rejection  percent- 
ages, as  this  is  written,  run  from  10%  to  14%.  One  large 
clothing  store,  old  established,  catering  to  a  high-class  trade, 
rejects  15%  to  18%. 

A  large  Baton  Rouge,  Louisiana,  clothing  store,  reported 
10%  to  20%  rejections.     This  is  a  conservative  store. 

A  large  Milwaukee  department  store  reported  a  rejection 
percentage  of  slightly  less  than  5%. 

Credit  bureau  estimates  of  percentages  of  all  applicants 
for  credit  declined  by  department  stores  of  their  respective 
cities  were:  Manchester.  N.  H..  5%;  Ames,  Iowa,  1%;  Elk- 
hart, Tnd..  5%  ;  Grand  Rapids,  Mich.,  10%;  Appalachia,  Va., 
1%  ;  Trenton,  N.  J.,  "practically  nil." 

No  adequate  statistics  have  been  gathered  of  rejection  per- 
centages in  instalment  trades.  Individual  furniture  and 
music  stores  whose  statements  have  special  value  because  of 
store  size,  age,  and  success,  reported  to  the  authors  rejection 
percentages  under  1%.  A  credit  jewelry  store  reported 
rejections  during  a  Christmas  sale,  promoted  with  "terms 
advertising,"  to  be  "not  over  2%."  An  authoritative  source 
declared  3%  was  a  typical  decline  percentage  in  instalment 
clothing. 

On  the  other  hand,  one  credit  jewelry  store  reported  re- 
jection percentages  of  25%  to  33^^/^%.  It  explained  these 
high  percentages,  partly,  by  stating  that  it  specialized  in  dia- 
monds, selling  nothing  below  $50  and  most  at  $100  or  above. 
The  proportion  of  applicants  not  qualified  for  credit  in  these 
amounts,  although  doubtless  acceptable  for  $25  to  $40  ])ur- 
chases,  produced  a  high  rejection  percentage.  A  piano  house 
reported  rejections  of  20%  to  25%,  including  customers  not 
prepared,  or  declining,  to  meet  terms  set  by  the  credit  man. 
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Retail  credit  grantors  grant  the  credit  privilege  to  the 
great  majority  of  those  who  apply  for  it.  The  rejection  per- 
centage will  vary  with  circumstances  of  the  individual 
grantor.  Control  data  of  importance  will  be  accumulated  if 
careful  record  is  kept  of  rejection  percentages  in  regular 
routine. 


CHAPTER  IV 
WHAT  FUNCTION  SHALL  TERMS  PERFORM? 

OFT  of  the  interplay  of  economic  forces  big-  and  little,  we 
find  terms  appearing"  in  retail  credit  in  three  roles,  two 
of  them  highly  dangerous,  the  third  a  fundamental  contribu- 
tion to  sound  credit-granting-. 

Terms — a  competitive  device. — The  origin  of  bad  com- 
petitive conditions  in  terms  in  a  community  is  sometimes 
recent  and  in  other  cases  hard  to  trace,  but  the  beginning"  is 
always  the  same.  A  merchant,  bettering  the  oiTer  of  com- 
petitors, makes  credit  terms  too  liberal  in  nature.  The  let- 
down may  be  in  one  only  or  in  several  of  the  conditions  re- 
quired for  credit — qualifications  demanded  of  applicants — 
down-payments,  due  dates,  methods  of  credit  advertising, 
enforcement  policies. 

The  act  may  be  associated  with  poor  retailing  throughout 
the  store.  Except  as  the  merchant  is  overliberal  in  credit 
terms,  he  cannot  get  and  hold  business  in  competition  with 
other  stores. 

On  the  other  hand,  powerful  stores  have  conceived  their 
financial  resources  as  a  source  of  competitive  superiority  and 
have  turned  to  them,  ready  to  expand  accounts  receivable 
on  a  large  scale,  "letting  down  the  bars"  for  buyers  who 
under  equivalent  terms  cannot  get  credit  accommodation 
elsewhere. 

One,  or  even  several,  merchants  using  credit  terms  as  a 
competitive  weapon  do  not  necessarily  draw  retaliatory  fire 
of  other  merchants — but  they  often  do.     In  many  hundreds 
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of  American  communities  this  has  occurred,  resulting  in  a 
competitive  condition  benefiting-  no  one,  and  making  efficient 
credit  operation  more  difficult  for  all.  In  any  event,  over- 
liberal  terms  bring  to  the  offenders  their  own  punishment. 

Keep  credit  terms  outside  the  field  of  competition!  If  a 
competitor  trades  down  in  terms,  a  policy  of  adhering  to 
sound  standards,  though  sales  volume  shrink,  is  nearly 
always  the  best. 

Terms — a  bargaining  device. — Credit  terms  are  found  a 
field  for  bargaining,  a  convenient  pawn  for  consumer  or 
dealer. 

A  customer  will  Iniy  a  washing  machine  if,  instead  of  re- 
quiring a  cash  down-payment,  the  merchant  will  put  the 
down-payment  on  her  open  account.  A  woman  bargainer 
seeks  three  months  on  a  new  coat.  Whatever  the  approach, 
the  buyer  says  in  efifect,  "Give  me  this  concession  in  respect 
to  terms,  and  I'll  buy  from  you." 

The  consumer  bargaining  for  lower  terms  may  be  actuated 
by  a  spirit  of  enterprise,  but  more  likely  by  necessity,  itself 
a  derogatory  condition.  Merchants  bargain  a  consumer  into 
purchase  by  lowering,  unsolicited,  the  terms.  Whatever 
the  basis  of  bargaining,  the  common  result  is  concessions 
which  do  not  conform  to  approved  credit  standards.  In  good 
retailing,  terms  will  not  be  used  as  a  bargaining  device. 

Terms — a  control  device. — Terms  should  be  fundamen- 
tally a  device  for  control  of  credit.  One  man's  cash  is  as 
good  as  another  man's,  but  his  credit  may  not  be.  The  ex- 
tensicjn  of  sound  credit  to  the  maximum  number,  for  the 
largest  gross  amount,  demands  that  there  be  adaptation  of 
terms  in  one  or  more  of  the  fairly  numerous  ways  available. 

Adapting  terms  to  his  working  capital,  a  merchant  keeps 
accounts  receivable  within  sound  limits.  Adapting  terms  to 
merchandise  sold,  as  when  there  is  liigh  repossession  value, 
he     efficiently     employs     tlie     deferred     payment     principle. 


FL'XCTIOXIXG  OF  TFRMS  49 

Adapting  terms  to  special  environment  conditions,  he  puts 
on  an  efficient  credit  basis  merchandise  which,  sold  on  regu- 
lar terms,  would  probably  produce  a  high  rate  of  delin- 
quencies. 

A  hardware  merchant,  in  a  wealthy  resort  city,  took  up  the 
sale  of  electric  refrigerators.  The  instalment  plan  didn't 
fit;  this  kind  of  customer  didn't  use  it.  However,  the  usual 
thirty-day  terms  would  be  inconvenient  for  many  to  meet. 
The  merchant  established  sixty-day  terms,  in  two  payments. 
On  twenty-six  refrigerators,  in  a  year's  time,  only  one  pay- 
ment went  beyond  sixty  days. 

Experience  may  dictate  the  wisdom  of  establishing  cash 
as  regular  terms  for  certain  kinds  of  business.  There  are 
jewelers,  for  example,  extending  credit  quite  freely  other- 
wise, who  insist  on  cash  payment  on  repair  jobs.  The  profit 
in  repair  work  is  small  at  best;  further,  a  delinquent  repair 
bill  may  be  very  difficult  to  collect.  It  is  too  easy,  and  too 
human,  for  the  customer  to  claim  the  service  was  deficient. 

A  store  may  decide  that,  except  as  a  credit  customer  is 
likely  to  buy  considerable  from  it,  it  does  not  want  to  estab- 
lish a  charge  account.  Another  store  may  make  it  a  practice 
to  open  accounts  on  a  weekly  basis  with  applicants  who  do 
not  rate  high,  figuring  that  if  the  customer  is  slow,  the  fact 
will  become  established  before  the  credit  extended  is  large, 
and  immediate  efforts  to  collect  will  be  successful. 

Instalment  credit,  discussed  in  a  later  chapter  in  detail, 
finds  terms  the  scientific  device  for  credit  control,  and  arrives 
at  proved  principles  and  methods. 

Open  account  terms. — Influences  outside  the  individual 
credit  grantor's  control  have  operated  to  bring  about  pre- 
vailing terms  in  trades  and  communities.  The  practical 
credit  man,  adopting  prevailing  terms,  extends  credit  on 
them  only  to  such  customers  as  he  feels  he  safely  can ;  he 
modifies  and  adapts  to  meet  individual  situations.     The  only 
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kind  of  credit  volume  which  any  store  should  be  interested 
in  is  safe  volume.  "Safety  first !"  should  be  the  slogan  in 
adopting  and  applying  prevailing  credit  terms. 

Length  of  terms  is  affected  in  open  account  credit  princi- 
pally by  flow  of  money  in  a  community.  Credit,  from  a 
practical  viewpoint,  is  deferring  of  payment  for  goods  and 
services  to  a  date  when,  such  are  the  income  circumstances, 
the  buyer  will  be  able  to  pay. 

Thus  we  have,  on  the  one  hand,  credit  needs  which  arise 
from  type  of  community.  The  one-crop  agricultural  com- 
munity has  cash  flowing  in  rapidly  in  large  amounts  as  the 
crop  is  marketed,  with  an  opposing  condition  of  meager  flow 
in  the  spring  and  summer.  A  "j^ay-roH"  town  has  a  weekly 
year-round  flow  rising  and  falling  with  employment  condi- 
tions. Cities,  because  of  the  large  proportion  of  people 
working  for  wages  and  salaries,  have  a  relatively  even  year- 
round  flow. 

A  survey  by  the  School  of  Business,  University  of  Kansas, 
found  that  o])en  account  terms  of  radio  dealers  vary  a  great 
deal.  Fifty-five  concerns  favored  the  30-day  period;  13,  the 
60-day  period;  8,  the  90-day  period;  2,  the  120-day  period; 
and  5,  the  180-day  period.  One  merchant  stated  that  his 
open  account  terms  were  from  30  to  360  days.  (Kansas 
Studies  in  Business,  No.  7,  by  Henry  F,  Holtzclaw,  Ph.D.,  p. 
14,  December,  1927.)  Customer  groups  influenced  in  part 
by  size  and  nature  of  a  community,  then  by  the  merchandise, 
largely  c.\i)hiin  those  difl'erences. 

Analyzing  cjuestionnaires  returned  by  310  line  and  86  inde- 
])cndent  retail  lumber  yards  of  Kansas,  Theo.  A.  Sanborn, 
B.S.,  presented  this  table  showing  general  policies  covering 
all  types  of  bills  and  classes  of  lumber  in  terms  of  sale.  (Kan- 
sas Studies  in  Busi}iess,  No.  4.) 
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No.  of 

Pet.  of 

Xo.  of 

Pet.  of 

Terms  of  Sale 

Line  Yds. 

Line  Yds. 

Ind.  Yds. 

Ind.  Yds 

"Practicallv  cash" 

10 

3.2 

7 

8.0 

Cash  within  30  davs .  .  . 

53 

17.1 

17 

19.8 

Cash  within  60  davs .  .  . 

111 

35.8 

21 

24.4 

Cash  within  90  davs .  .  . 

yz 

23.5 

5 

5.8 

Cash  within  120  davs.  . 

4 

1.3 

2 

2.4 

No  definite  terms 

59 
310 

19.1 
100.0 

34 
86 

39.6 

Total 

100.0 

The  same  bulletin  presents  a  second  table  covering- 
methods  of  payment  required  for  house  and  barn  bills.  The 
condition  of  materials  delivered  over  a  period  of  months  is 
encountered  by  other  types  of  retail  credit  grantors. 

Method  of  Payment  for  House  and  Barn  Bills 

No.  of  Pet.  of  No.  of  Pet.  of 

Method  of   Payment  Line  Yds.       Line  Yds.       Ind.  Yds.       Ind.  Yds. 

X'o  standard  require- 
ment             92  27.0  15  22.1 

^lonthly    payments 8  2.4  6  8.8 

Payment  upon  deliver}- 

of  material 1 

Payment  every  10  days 
with    discount 

Payment  within  15  days 

of   delivery 32 

Pa}'ment  within  60  da}s 

of   delivery 34 

Payment  within  90  days 

of   delivery 10 

50%  when  structure  is 

enclosed    23 

2,  3,  or  4  paym'ts  dur- 
ing construction  ....        100 

Payment  when  structure 

is  completed 41 

Total    341 


9.4 

•• 

•• 

9.9 

•• 

•• 

2.9 

•• 

•• 

6.8 

7 

10.3 

29.3 

21 

30.9 

12.0 

18 
68 

26.4 

100.0 

100.0 
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Of  all  open  accounts,  thirty-day  credit  contributes  by  far 
the  greatest  proportion.  Thirty-day  terms  ordinarily  call 
for  payment  by  the  tenth  of  month  following  that  of  pur- 
chase. To  facilitate  prompt  sending  of  statements,  the  store 
month  may  run  from  the  27th  to  the  27th,  or  28th  to  28th, 
with  regard,  however,  for  days  of  week  and  holidays. 

A  questionnaire  distributed  among  business  paper  editors 
brought  reports  of  thirty-day  terms  as  most  common  to  con- 
sumers for  these  trades:  department  store;  meat;  service 
station;  hardware  and  house-furnishings;  jewelry;  drugs; 
coal;  automotive  electrical;  tires;  stationery;  clothing; 
grocery. 

Outside  of  instalment  selling,  weekly  terms  are  most  com- 
monly found  in  food  trades  and  among  wage-earners.  Where 
wage  levels  are  low,  and  wages  paid  each  week,  weekly  terms 
may  be,  except  for  selected  customers,  the  most  economic. 
T^vice-a-month  terms  may  be  established  to  coincide  with 
I)ay  days.  The  individual  customer  influences  length  of 
terms. 

Cash,  credit  stamps,  and  other  discount  methods. — The 
cash  discount,  nearly  universal  in  commercial  credit,  is  found 
in  retail  credit  principally  in  connection  with  instalment  sell- 
ing and  large  purchases.  A  picture  of  conditions  in  Kansas, 
where  the  School  of  Business,  University  of  Kansas,  made 
a  survey  covering  lumber  yards,  is  given  in  the  report  by 
Sanborn.  Discounts  for  other  conditions  than  cash  pay- 
ment appeared. 

Some  three-fourths  of  the  line  yards  and  over  one-halt  of 
the  independent  yards  offered  a  discount  only  for  cash,  ex- 
cept when  the  bill  was  very  large,  or  competition  es])ecially 
keen.  Seventy-two  yards,  lor  cash  sales,  allowed  2%;  3  al- 
lowed 3%;  33,  3'/o  to  5%;  19,  5%.  One  yard  giving  a  5% 
cash  discount  charged  interest  upon  the  j^ortion  remaining 
unpaid  after  thirty  days.  There  were  other  discount  terms 
— 37c  discount  (.n  bills  below  $100;  5%  on  bills  above;  2% 
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discount  on  l)ills  of  more  than  v$5 ;  2%  to  10%  discount  on 
bills  above  $200;  5%,  $50  and  above;  2%,  under  $100;  4%, 
over  $100. 

In  the  retail  feed  trade,  casli  discounts  of  5c  and  lOc 
per  100  lbs.,  and  $1.  $2.  and  $3  ])er  ton,  for  cash,  are 
common.  Seventeen  different  cash  discount  policies  were 
found  in  the  New  York  rural  credit  survey  among  44  stores 
selling  fertilizers;  13  stores  gave  no  discount.  The  most 
common  was  $1  per  ton  for  cash  payment. 

Credit  stamp  plans  encouraging  prompt  payment  are  in 
use.  For  example,  each  deferred-payment  customer  of 
Ralph  A.  Daniels  &  Son,  Ipswich,  Mass..  is  given  a  yellow 
card.  The  store's  standard  terms  are  20%  down.  Upon  the 
remaining  80%,  a  service  charge  of  10%  is  made.  With 
weekly  payment  of  one-tenth  of  the  balance,  however,  the 
customer  receives  a  credit  stamp,  a  sticker  for  10%  of  the 
payment.  This  stamp  is  attached  to  the  card.  The  credit 
labels  are  accepted  as  cash  in  the  final  payment,  thus  wiping 
out  the  10%  service  charge. 

No  stickers  are  given  on  overdue  payments  after  the  ten- 
week  period,  according  to  the  Retail  Ledger  from  which 
these  facts  are  taken,  and  patrons  are  plainly  notified  that 
the  defaulted  accounts  will  be  collected  with  interest  and 
legal  costs. 

Under  numerous  instalment  contracts,  the  customer  is 
encouraged  to  pay  up  ahead  of  time  by  provisions  which 
elTect  substantial  savings.  Good  success  has  been  reported 
with  a  5%  discount  for  payment  of  portion  of  account  not 
due. 

Coal  trade  discounts. — Arthur  M.  Hvdl,  editor  of  Midzcest 
Coal  RetaUcr,  states,  "The  most  practical  and  satisfactory 
terms  for  coal  retailers  are  those  whereby  the  dealers  of  a 
community  add  twenty-five  or  fifty  cents  a  ton  to  their  retail 
selling  price,  then  give  this  as  a  cash  discount  if  bill  is  paid 
in  ten  davs  or  bv  the  15th  of  the  month  following  delivery. 
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About  85%  of  the  customers  pay  in  time  to  get  the  discount, 
while  the  dealer  has  the  added  margin  to  cover  the  interest 
and  cost  of  collecting  from  the  remaining  15%  of  his  cus- 
tomers." 

A  writer  in  Midzcest  Coal  Kctailcr  reporiad  that  95% 
of  the  domestic  tonnage  of  Grand  Rapids.  Mich.,  is  sold  on 
the  basis  of  a  discount  of  50  cents  for  payment  in  twenty 
days. 

Interest  and  other  non-payment  penalties. — The  negative 
a])proach  to  the  basic  projjlem  is  the  penalty.  The  customer 
is  stimulated  to  pay  by  the  fact  that,  if  he  does  not,  he  will 
have  to  pay  more. 

The  condition  is  somewhat  mixed,  but,  in  general,  penalty 
plans  are  not  popular  among  charge  account  stores.  A 
survey  by  Southern  Hardzvarc  in  January,  1928,  found  only 
3.5%  of  dealers  charging  interest  on  past  due  accounts.  The 
actual  collection  of  an  interest  charge  is,  in  practice,  rarely 
made  in  ordinary  delinquencies  even  by  stores  which  stipu- 
late it  on  the  application  form  or  monthly  statement.  To 
do  so  is  to  displease,  and  perhaps  lose,  the  customer.  It  is 
but  fair  to  say  that  some  credit  grantors  believe  that  the 
statement  that  interest  will  be  charged  is  efifective  for  them. 

In  the  building  materials  trade,  where  amounts  involved 
are  considerable,  the  j^olicy  of  charging  interest  on  overdue 
accounts  is  prevalent.  Seventy-six  per  cent  of  line  yards, 
and  64.4%  of  independent  yards,  in  the  Kansas  survey  al- 
ready mentioned,  had  definite  policies  for  interest  charges  on 
overdue  accounts. 

Most  yards  levied  interest  after  sixty  days.  Some  waited 
ninety  days.  A  few  delayed  more  than  120  days.  There 
were  found  a  number  of  small  yards,  rated  as  "practically 
cash"  in  policy,  which  charged  interest  beginning  thirty  days 
after  delivery  of  material. 

Walter  T.  Smith,  secretary-treasurer,  Clark  &  Co.,  Peoria, 
111.,    rei)()rts    the    successful    adoption    of   an    interest    charge 
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among  Peoria  (lei)artment  stores,  men's  clothing  stores,  and 
women's  specialty  shops.  The  rate  is  ^  of  1%  a  month, 
beginning  two  months  after  the  clue  date.  In  Peoria  experi- 
ence, the  expense  of  computing  interest  is  $2  per  month  per 
1.000  accounts.  The  average  amount  of  interest  charged 
is,  approximately,  $20  per  month  per  1,000  accounts. 

In  instalment  credit,  interest  upon  overdue  payments  is 
provided  for  in  the  instrument  used. 

Retail  stores  in  all  trades  in  an  exceptional  case  charge 
interest,  as,  for  example,  in  covering  heavy  indebtedness, 
when  an  arrangement  for  piecemeal  payment  is  made.  It  is 
common  practice,  too,  to  include  interest  when  efifecting 
collection  by  suit.  The  laws  of  most  states  permit  the 
inclusion  of  interest  in  actions  brought  to  recover  the  pur- 
chase price  of  goods.  The  legal  rate  varies,  as  well  as  the 
date  from  which  it  shall  be  computed.  In  New  York,  Massa- 
chusetts, Michigan,  Wisconsin,  and  a  fairly  large  group  of 
other  states,  interest  may  be  computed  from  maturity  of 
account;  in  some  other  states,  including  California,  from 
date  of  demand  after  maturity.  Legal  rate  of  interest  varies 
among  the  states  from  5%  to  8%.  Some  states  permit  rates 
by  contract  up  to  10%. 

The  application  forms  of  some  charge  account  stores,  and 
the  legal  instruments  of  many  instalment  stores,  contain 
provision  that  a  certain  percentage  of  amount  owing,  10%, 
for  example,  shall  be  payable  in  the  event  of  enforced  collec- 
tion for  attorney's  fees. 

A  "5%  fine  for  delinquency"  is  stipulated  by  an  Ohio 
store  for  deferred  payment  accounts.  A  week's  grace  is 
allowed.  It  is  declared  that  less  than  1%  of  accounts  are 
turned  over  to  the  collection  department. 

Miscellaneous  discounts;  cooperative  approaches. — "Dis- 
count club"  schemes  have  spread  under  aggressive  promo- 
tion.     The    "discount    moodier"    is    ubicjuitous.      Discounts 
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granted  purchasing  agents  are  abused  to  benefit  employees, 
friends,  and  relatives. 

The  best  approach  to  the  discount  problem  is  a  coopera- 
tive one.  Chambers  of  commerce,  and  local  and  district  trade 
associations,  have  brought  about  great  improvement  in  dis- 
count conditions  through  organized  stands. 

Prominent  stores,  having  the  courage  to  adopt  sane  dis- 
count policies,  have  made  them  succeed. 

Certain  discounts  can  hardly  be  questioned.  The  policy 
of  discounts  to  employees  has  general  acceptance,  although 
there  is  great  variation  in  amount  of  discounts.  Some  stores 
grant  a  uniform  low  discount,  no  more,  perhaps,  than  5%. 
Other  stores  sell  at  cost.  The  discount  may  be  based  on 
length  of  employment.  The  kind  of  merchandise  influences 
the  percentage  in  some  cases. 

There  is  still  common  granting  of  a  discount  to  clergymen. 
Discounts  to  industrial  and  commercial  customers,  making 
large  ]:)urchases,  have  a  sound  basis. 

Deposit  accounts. — Under  the  deposit  account  principle, 
as  developed  by  R.  H.  ]\Iacy  &  Co.,  New  York,  a  regular 
])rivate  bank  paying  upon  minimum  monthly  balances  of  $10 
to  $5,000  4%  interest,  is  operated.  Against  the  customer's 
account,  the  store  charges  purchases,  issuing  the  first  of  each 
month  a  statement  showing  balance. 

95%  collections  in  ten  days  from  bookkeeping  charge  plan, 
— To  monthl}-  accounts,  l^)oise  lUitcher  Compan}-,  lioise, 
Idaho,  adds  a  bookkeeping  charge  of  5%.  A  $10  account 
Ijecomes  $10.50,  a  $25  account  $26.25.  Rubber-stamped  at 
the  foot  of  each  monthly  statement  is,  "If  paid  before  10th 
of  month,  bookkeeping  charge  deducted."  "The  worth  of 
this  i)lan,"  Walter  M.  W'ilHams,  secretary-treasurer,  related 
in  Meat  Merchaiulisiiu/,  "may  be  judged  from  the  fact  that  we 
regularly  collect  each  month,  in  full,  over  95%  of  our  ac- 
counts."    The  plan  has  been  in  operation  since  1921. 

Shopping    check    system. — Under    the    "shopi)ing    check" 
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system  originated  by  Charles  rdler,  Knight's  Ladies  Wear, 
Okmulgee,  Okla.,  a  deferred  ])ayment  arrangment  is  made 
covering  a  jnirchase.  For  a  $40  coat,  for  exami:)le,  eight  $5 
checks  are  made  out,  dated  as  of  the  date  of  sale,  and  on  a 
stub  the  due  date  of  each  is  indicated.  The  customer  may 
take  up  any  check  ahead  of  due  date  if  she  wishes.  In  store 
accounting  the  sale  may  be  considered  charge,  and  payments 
entered  as  checks  are  cashed,  or  treated  in  other  ways. 

Peller  has  found  that  the  shopping  check  system  so  re- 
duces risk  that  with  it  he  extends  credit  to  many  customers 
not  acceptable  for  the  ordinary  open  account. 

R.  R.  McCartney,  Okmulgee  accountant,  found  total 
charge  sales  of  Knight's  Ladies  Wear  were,  in  1927,  $85.- 
357.62,  and  bad  accounts  expense  was  made  up  of  $35.42 
bad  checks  and  $60.65  bad  accounts,  a  total  of  $96.07.  As 
bad  accounts  collected  were  $104.85,  there  was  an  actual 
credit  balance  of  $8.78.  In  1926,  the  bad  debt  loss  was  ap- 
proximately I/5  of  1%. 

The  enforced  terms. — Many  investigators  have  noted  the 
wide  divergence  which  exists  between  granted  credit  terms 
and  enforced  credit  terms.  The  30-day  terms  of  innumer- 
able merchants  mean,  in  practice,  average  70-  to  100-day 
terms. 

The  terms  which  a  merchant  enforces  are  basically  within 
his  control.  The  dominant  considerations  here  should  be, 
first,  his  protection  and  profit,  second,  service  to  the  cus- 
tomer. He  is  hampered,  admitting  the  existence  of  powerful 
obstacles,  by  local  traditions,  his  own  past  practice,  competi- 
tive credit  conditions,  and  perhaps  dependence  upon  credit 
to  hold  customers  in  competition  with  other  stores.  The 
authors  do  not  deem  it  necessary  to  expand  upon  existence 
of  these  factors — most  merchants  are  duly,  if  not  unduly, 
conscious  of  them. 

Dealing   with    the    same    community,    some    stores    effect 
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credit  control  throug-h  enforced  terms,  while  others  in  en- 
forced terms  create  a  mechanism  for  their  own  undoing. 

When  terms,  granted  and  enforced,  are  regarded  as  a 
variable  factor  having  for  principal  function  the"  reduction  of 
individual  and  average  credit  risk  to  a  safe  basis,  and  when 
scientific  skill  in  manipulation  is  studiously  acquired,  we  find 
them  operating  continuously  to  reduce  bad  debt  losses  and 
increase  collection  percentages;  simultaneously,  many  times, 
extending  scope  of  credit  in  respect  to  commodities,  services, 
and  individuals  which  are  covered  bv  it. 


CHAPTER  V 

THE   PLACE   OF   LOCAL   BUREAUS    IN 
RETAIL  CREDIT 

TTTE  first  retail  credit  agency  was  established  in  Brook- 
lyn, N.  Y.,  it  is  said,  in  1869.  The  Retail  Dealers'  Pro- 
tective Association  of  New  York  City,  established  in  1872, 
has  operated  continuously  since.  Before  1890,  about  a  dozen 
credit  bureaus  in  all  were  organized,  and  between  1890  and 
1900,  J.  R.  Truesdale  reports  (Credit  Bureau  Management, 
p.  14),  "at  least  50  agencies  were  started,  principally  in  the 
larger  cities." 

Many  of  the  early  bureaus  confined  service  mainly  to  an 
annual  rating  book.  Though  the  service  rendered  was 
limited,  and  organization  was  crude  beside  that  of  the 
modern  bureau,  the  principle  was  as  sound  then  as  today: 

Concerning  every  man  or  woman  seeking  credit  there  exists 
information  and  experience,  necessary  for  safe  credit  operation, 
zvliich  can  only  be  developed  economically  and  efficiently  through 
a  central  institution,  conducted  on  a  clearing  house  plan,  reciprocal 
in  its  operation  among  business  houses. 

The  movement  spread.  Twelve  bureau  managers  organ- 
ized in  1906  the  National  Association  of  Mercantile  Agencies. 
Gradually  this  grew,  until  in  1915  it  had  a  membership  of  88. 

In  1921  it  was  merged  with  the  Retail  Credit  Men's  Na- 
tional Association  (now  known  as  the  National  Retail  Credit 
Association)  and  a  department  created  for  it. 

The  membership  bounded  upward.  In  ]March,  1928,  it 
had  reached  912  local  bureaus. 

Service  bureaus  cover  about  10,000  cities  and  towns.     All 
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cities  of  over  73.000  population  have  an  affiliated  bureau.  Of 
those  over  50,000,  only  seven  cities,  and  over  25,000,  only 
sixteen  cities,  do  not  have  one.  There  are,  of  course,  some 
unaffiliated  bureaus. 

At  least  75%  of  the  entire  population  of  the  United  States 
is  now  served  by  local  credit  bureaus.  It  seems  certain  that 
there  will  be  within  a  few. years  practically  100%  coverage. 
There  are  now  credit  bureau  records  upon  probably  50% 
of  the  adult  buyers  of  the  United  States.  The  authors  pre- 
dict that,  within  a  few  years,  through  the  credit  bureau,  a 
report  based  mainly  on  credit  experience  can  be  obtained 
upon  practically  any  person  anywhere. 

No  single  act  of  a  retail  credit  grantor  will  accomplish 
more  for  efficient  credit  selling  than  joining  the  credit  bu- 
reau. In  those  communities  where  a  credit  bureau  is  not 
operating,  the  individual  credit  grantor  can  bring  about  the 
organization  of  one.  An  appeal  to  the  nearest  local  credit 
bureau,  or  to  the  National  Retail  Credit  Association,  St. 
Louis,  will  secure  information  and  assistance. 

Credit  bureau  services  and  costs. — An  expert  in  retail 
credit,  the  secretary-manager,  supervises  the  modern  credit 
bureau,  which  in  a  high  proportion  of  cases  is  merchant- 
owned  and  controlled.  While  some  bureaus  publish  rating 
books — Minneapolis;  Lincoln,  Nebraska;  Boston,  for  ex- 
ample— the  trend  is  toward  credit  reporting  service  rendered 
as  called  for  by  the  member  and  based  on  down-to-date  files 
and  current  investigation.  Reports  upon  individuals  consti- 
tute the  foundation  of  credit  bureau  service. 

How  a  bureau  handles  inquiries. — This  is  the  procedure 
of  a  bureau  operating  in  a  city  of  300,000: 

The  subscriber's  telephone  call,  received  at  a  private 
branch  exchange,  is  directed  to  the  station  in  whose  files  the 
name  of  subject  of  inquiry  will  be  found.  There  are  six 
divisions  of  the  alphabet,  each  having  a  station.  The  call  is 
received  by  a  report  clerk  sitting  at  a  telephone,  file  drawers 
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on  both  sides.  If  the  name  of  the  party  upon  whom  a  report 
is  desired  is  in  the  bureau  files,  and  information  is  recent, 
the  report  clerk  immediately,  rapidly,  gives  the  subscriber 
the  information  upon  the  card.  During  a  rush  period,  in- 
quiries upon  which  reports  can  be  made  from  files  are 
handled  in  order  received. 

If  the  bureau's  information  is  not  adequate,  the  report 
clerk  refers  the  inquiry  to  a  revision  clerk,  who  works  oppo- 
site her,  at  the  station.  This  operator  also  has  a  telephone. 
She  obtains  information  to  bring  bureau  information  up  to 
date,  and  compiles  new  reports.  This  information  she  duly 
gives  by  telephone  to  the  inquirer.  The  notes  taken  by  her 
are  turned  over  to  a  record  clerk  for  transcription  for  the 
bureau  files. 

Working  with  the  stations  throughout  the  day  are  two 
supervisors.  They  note  how  calls  are  being  handled.  When 
an  overflow  condition  develops  at  a  station,  they  redistribute 
work  to  secure  balance.  Over  the  supervisors  is  a  chief 
clerk  responsible  for  the  operation  of  the  department.  This 
chief  clerk  handles  special  reports,  and  is  available,  in  gen- 
eral, for  the  occasional  situations  which  the  personnel  below 
her  is  not  competent  to  handle. 

The  size  of  the  community  has  naturally  an  important  in- 
fluence on  credit  bureau  mechanism.  Some  of  the  largest 
cities  have  special  equipment  by  means  of  which  a  light 
flashing  before  various  operators  as  a  call  comes  in,  secures 
the  handling  of  call  by  the  first  operator  at  liberty  to  care  for 
it. 

The  rating  book. — Credit  bureau  operation  in  some  cities 
is  based  on  the  rating  book.  All  consumers  upon  whom  in- 
formation is  on  hand  are  alphabetically  listed.  Thus,  a  speci- 
men rating  code  reads:  P,  Prom])t,  bills  paid  following 
month;  G,  Considered  good  but  not  prompt;  S,  Slow,  bills 
running  from  three  to  six  months;  R,  Require  cash;  B, 
Involuntary  bankrupt;  V.  B.,  Voluntary  l)ankrupt ;  A,  Ac- 
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count  in  association's  hands  for  collection.  A  special  symbol 
indicates  that  the  bureau  possesses  special  information. 
Amount  of  credit  to  which  the  ratings  apply:  A,  $500;  B, 
$250;  C.  $100;  D,  $50;  E.  $25;  F,  $10.  If  reports  received 
from  inembers  by  the  bureau  are  conflicting,  the  individual 
reports  are  given.  Otherwise,  a  number,  1,  2,  3,  etc.,  shows 
those  making  the  same  report. 

The  efficiency  of  rating  book  operation  is  increased  much 
as  regular  service  informs  of  changes.  The  system  is  most 
successful  in  those  communities  where  turnover  of  popula- 
tion is  moderate. 

Rating  codes  have  value  for  exchange  of  information  be- 
tween bureau  and  member,  and  for  use  upon  store  records. 

Other  bureau  services. — About  two-thirds  of  all  bureaus 
now  furnish  collection  service  of  some  kind.  Bureaus  have 
become  one  of  the  most  important  instruments  for  the  sup- 
pression of  credit  frauds.  Bureaus  are  the  institution 
through  which  Pay  Promptly  educational  campaigns  are 
being  conducted  in  many  cities.  A  principal  contribution  to 
better  retail  credit  conditions  of  the  future  will  probably  be 
bureau  assistance  in  making  operative  sound  community 
policies  in  credit.  Bureaus  have  begun  to  compile  and  dis- 
tribute local  collection  percentages. 

Bureau  costs. — The  low  charges  for  credit  bureau  service 
are  a  modern  wonder,  when  volume  and  value  of  assistance 
are  weighed.  Two  principles  of  bureau  operation  are  re- 
sponsible for  this  condition.  The  first  is  that  members,  as  a 
feature  of  the  reciprocal  obligation,  contribute  credit  infor- 
mation continuously  to  the  bureau.  The  second  is  that  the 
bureau  sells  information  many  times. 

The  trend  is  toward  limited,  or  metered,  service.  Under 
the  flat  rate  system,  each  member  has  unlimited  service  for 
a  monthly  or  annual  membership  charge.  On  the  limited 
basis,  there  is  a  flat  charge  up  to  a  determined  limit  ;  addi- 
tional   service    is    charired    for    on    a    metered    basis.      The 
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metered  system  credits  a  meml)ershii)  fee  against  service 
used,  charged  for  on  a  metered  basis. 

Generally  s]ieaking.  the  larger  the  community,  the  higher 
the  charges.  There  is  close  regard  in  setting  rates  for  the 
amount  of  service  the  meml)er  uses.  In  Saginaw,  Mich.,  for 
example,  department  stores  pay  $300  per  year,  while  banks 
pay  $50;  druggists,  $12  to  $24;  dry  cleaners,  $12;  milliners, 
$18  to  $24;  automobile  dealers,  $24  to  $60.  Dry  goods  and 
department  stores  pay  $60  in  Peru,  Ind. ;  $150  in  Kokomo; 
$180  in  Logansport;  and  $350  to  $600  in  South  Bend.  One 
bureau  manager,  arriving  at  minimum  annual  prices,  figures 
10  cents  per  year  for  each  of  the  store's  credit  customers 
(Credit  Bureau  Management,  by  J.  R.  Truesdale,  p.  72). 

On  a  metered  basis,  bureaus  charge  from  20c  to  $2 
per  report,  depending  on  the  type  of  report,  operating  costs, 
and  other  individual  factors.  It  is  probable  that  90%  of  all 
bureau  reports  are  sold  for  less  than  80  cents.  The  Denver 
bureau  sells  reports  on  the  metered  basis  for  30  cents  for  the 
first  100,  then  25  cents.  These  are,  however,  exceptionally 
low  charges. 

Bulletin  Service. — Of  two  credit  bureau  movements  at- 
tacking a  basic  problem,  one,  the  regular  bulletin,  is  already 
in  extensive  development ;  the  other,  the  trade  group,  is  in 
its  beginning. 

Such  bulletin  titles  are  found  as  R.  C.  A.  Weekly  News  Re- 
port, Sacramento,  Calif. ;  Better  Credits,  Grand  Junction,  Colo. 
Weekly  publication  is  most  common,  though  daily,  monthly, 
and  irregular  issue  occur.  The  mimeographing  process,  com- 
monly used,  is  inexpensive  for  small  editions,  and  lends  itself 
to  speed  in  production.  Washington,  D.  C,  and  San  Fran- 
cisco have  monthly  printed  magazines. 

Bulletins  are  extensively  used  for  the  distribution  of  derog- 
atorv  and  other  current  credit  information  of  value  to 
members. 

One  bureau  through  its  bulletin  began  in  October  a  pub- 
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licity  drive  to  shape  up  local  credit  for  the  best  possible 
Christmas  business.  Bulletins  contain  legal  information  for 
credit  men;  collection  hints;  talks  on  such  subjects  as, 
"Pointers  for  Grocers,"  "What  Slow  Collections  Cost."  Bul- 
letins are  made  promotional  aids  for  better  and  more  general 
participation  by  individual  members  in  Inireau  work. 


No.- 


YOUR  GROUP  MEETS 


Please  list  below  not  to  exceed  three  names  for  special  inquiry  and  naJ  to 
thfe  Association  NOW. 


THE    RETAIL   CREDIT    MEN'S    ASSOCIATION 

eTH     FLOOR.     KITTREDGE    SLDO. 

Fig.  4.  The  Names  Developed  by  this  Form,  in 
Operation  of  the  Credit  Bureau  Group  Plan,  are 
Sent  to  All  ^^Fembers  on  a  Large  Form  (Fig.  5).  A 
Special  Report  on  Each  Name  is  Compiled  on  a 
Third  Form  (Fig.  6)  and  Distributed  to  Interested 
Members  at  Meeting. 


How  the  group  plan  operates. — As  the  main  credit  bureau 
group  is  the  expert  cooperative  approach  to  the  basic  retail 
credit  task,  so  groups  within  the  group  are  needed  for  local- 
ized problems  of  individual  trades. 

Within  the  Retail  Credit  Men's  Association  of  Denver, 
there  are  thirteen  trade  groups.  These  hold  meetings  either 
regularly  or  on  call.  The  groups  are  automotive  finance 
companies,  automobile  dealers,  retail  coal  dealers,  dejxart- 
ment  stores,  driverless  car  companies,  furniture  stores,  in- 
stalment clotliiurs  and  jewelers,  laundrymen.  industrial  loan 
companies,  music  stores,  tire  dealers,  paint  dealers,  building 
material  dealers.  I^acli  group  is  c(uni)osed  of  the  members 
of  its  trade  who  l)(.'long  to  the  bureau. 
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Of  each  of  these  groups,  the  manager  of  the  Inireau  acts 
as  secretary.  There  is  no  formal  organization.  The  presicL 
ing  of^cer  is  usually  changed  from  meeting  to  meeting. 

The  "Big  Seven,"  as  the  department  stores  are  called  in 
Denver,  meets  every  Wednesday  morning.  This  time  has 
been  found  the  most  convenient  for  all.  Groups  in  the  trades 
■where  noonday  payments  of  instalments  are  very  common, 
hold  evening  meetings.  They  come  together  for  a  dinner; 
the  discussions  run  along  to  9:30  or  10  o'clock.  The  tire 
dealers  meet  Thursday  noon.  The  meeting  usually  runs  to 
two  o'clock.  Selection  of  a  suitable  meeting  time  is  highly 
important  in  group  management. 

When  no  special  problems  engage  a  group  it  temporarilv 
goes  on  an  "on  call"  basis.  If  some  condition  comes  up 
which  should  be  put  before  it,  the  secretary  calls  a  meeting. 

Group  meetings  uncover  special  trade  problems. — Denver 


TERMS:     MOMTHLY  SETTLEMENTS;  ACCOUNTS  DUE  UPDN  PRESENTATION  OF  BILL 
I1ERCHANDI3E  RETURNED  AFTER  THE  27TH  OF  THE  MONTH. 
WILL  BE  CREDITED  ON  THE  FOLLOWING  MONTH'S  STATEMENT. 


Building  material  Dealers'  Group 
RETAIL  CREDIT  MENS  ASSOCIATION 


To  Members: 


SPECIAL  INQUIRY  LIST 


You  will  help  ihe  Group  a  gteal  deal  it  you  will  tindly  check  ihis  lul  carefully,  inserl  your  enperieoce.  and  MAIL  THE 
LIST  TO  THE  ASSOCIATION   THE  SAME  DAY   RECEIVED.  Delayed  iolormalion  will  delay  Ihe  .epoil.  Please  co- 

operate  by  givifig  this  hst  immediate  attention.       At  the  Group  Meetjng you  will  be  handed  copies  oi  reports 

m  which  you  are  interested.  Please  be  present. 

From  Member  No. 


Fig.  5.    The  Member  Reports  Experience  on  thi.s  Form,  and  Returns  to 
Bureau.     The  Sheet  Measures  14  by  8J/2  Inches. 
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experience  is  that  every  trade  credit  problem  of  consequence 
is  quickly  discovered  under  the  group  meeting  plan.     Simul 
taneously,  the  group  is  the  efficient  machinery  for  solution. 
For  example : 

Automotive  finance  companies.  The  car  buyer  who  mis- 
represents identity;  the  buyer  who  contracts  on  a  basis  he 
cannot  carry  out ;  the  "dead  beat"  who  buys,  loses  on  repos- 


The  Building  Material  dealers'  Group 

OF 

THE  RETAIL  CREDIT  MENS  ASSOCIATION 


CHARLES    M      REED. 


SPECIAL  REPORT 

(STRiCTLY     CONFIDENTIAL) 


Name  — 
Address . 


MEMBER  NO_ 


Date. 


Fig.  6.     Repout  Fok.m,  11  by  7  Inches,  i-ok  Distuiuitiox  at  Meeting  or 
Groups. 


session,  then  buys  again,  only  to  surrender  on  repossession, 
keeping  the  process  up  as  long  as  he  can  ;  the  buyer  who  has 
had  police  trouble,  bootlegging  in  i:)articular ;  the  buyer  who 
ski])S  with  a  mortgaged  car. 

Retail  coal  dealers.  F.our  kinds  (jf  dishonest  customers. 
\.  The  party  who,  after  coal  is  used,  claims  the  (piality  was 
inferior  and  refuses  to  ])ay.  2.  The  customer  who  uses  coal, 
and  then  disputes  the  (piantity  billed  for,  stating  he  never 
received  it.  3.  The  cnstomer  who  buys  an  entire  season's 
supply  in   the   fall,  doesn't   pa\-,  and   the   following  fall   buys 
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from  another  dealer  on  the  same  basis.  4.  The  buyer  on 
C.  O.  D.  basis,  who,  the  coal  having  been  thrown  into  the 
bin,  discovers  he  has  no  money  on  hand,  and  promises  to 
send  down  a  check,  "sure,"  in  a  few  hours. 

Department  stores.  Customers  who  disclaim  purchases 
charged  to  them,  claiming  that  some  one  has  fraudulently 
traded  on  their  account.  Genuine  fraudulent  purchases  ;  par- 
ties who  habitually  return  merchandise  for  refund;  buying 
by  customers  in  excess  of  capacity  to  pay  (the  correct  test  is 
not  purchases  of  one  store,  but  the  total  of  purchases  of 
several  stores). 

Furniture.  Repossessions ;  ''repeaters,"  customers  who, 
goods  being  repossessed  by  one  store,  immediately  contract 
in  another;  shortage  reports;  skips;  collections;  dishonest 
appeals  for  extensions. 

The  credit  bureau  of  Springfield,  Mass.,  has  several 
groups,  including  fruit  and  produce  dealers,  retail  milk  deal- 
ers, and  insurance  agencies.  St.  Paul,  Minn.,  has  groups. 
In  a  number  of  cities,  credit  men  of  department  and  clothing 
stores  have  regular  meetings.  Grocers  and  meat  dealers 
have  been  organized. 

There  is,  of  course,  scattered  credit  cooperation  confined 
to  the  members  of  one  trade.  For  example,  coal  dealers  of  a 
small  Illinois  community  where  there  is  no  credit  bureau 
have  a  duplicate  credit  file  system,  by  which  all  accounts 
refused,  closed  for  collection  or  otherwise  unsatisfactory  are, 
automatically,  reported  to  the  other  five  members  of  the 
group. 

Such  plans,  commendable  as  far  as  they  go,  are  antiquated 
where  a  credit  bureau  exists. 

Under  the  bureau  group  i)lan,  there  is  expert  and  immedi- 
ate cooperation  within  a  trade  for  exchange  of  information 
and  the  inauguration  of  credit  policies  which  will  control 
localized  credit  problems. 

The  member's  obligation. — Joining  a  credit  bureau,   the 
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credit  grantor  signs  a  contract  in  which  reciprocal  obliga- 
tions are  clearly  outlined.  The  bureau  principle  succeeds 
only  as  individual  members  contribute  information  in  ac- 
cordance with  the  contract.  It  requires  effort,  care,  and 
some  expense  to  carry  out  properly  the  obligation.  There 
should  be  keen  realization  that  information  contributed  is, 
virtually,  a  part  of  the  price  of  membership. 

Individual  bureaus  provide  in  various  ways  for  delivery  of 
information.  Nearly  all  make  sending  convenient,  supplying 
slips,  easy  to  use,  to  be  mailed,  or  in  some  cities  using  a  mes- 
senger for  regular  collection  of  material.  The  individual 
member  should  not  supply  a  portion  only  of  the  information 
expected  of  him,  but  should  give  all.  Credit  bureau  experi- 
ence demonstrates  conclusively  that  the  individual  member 
has  nothing  whatever  to  fear  through  revealing  information 
freely  to  the  bureau ;  he  has  everything  to  gain. 

Credit  cannot  safely  be  extended  without  information.  Of 
all  information  sources,  the  local  bureau  is  by  long  odds  the 
most  thorough  and  the  most  economical,  and  modern  retail 
credit  is  foundationed  on  it. 

The  local  bureau  is  enabled  through  membership  in  the 
National  Retail  Credit  Association,  freely  to  use  facilities  of 
credit  bureaus  in  other  cities  for  the  benefit  of  its  members. 
Individual  credit  grantors  to  the  number  of  more  than  16.000 
l)elong  to  the  National  Retail  Credit  Association,  with  which 
bureaus  are  affiliated.  A  nominal  meml)ershij:)  fee  secures 
subscription  to  Credit  World,  the  monthly  magazine,  and  par- 
ticipation in  the  benefits  of  numerous  services  expertly 
performed. 


CHAPTER  VI 
THE  CREDIT  ^lAX  AND  IITS  ORGANIZATION 

EXPERTENCE  Confirms,  as  organization  theory  suggests, 
that  l)est  results  in  credit-granting  occur  as  full  re- 
sponsibility is  vested  in  a  qualified  store  official  designated 
the  credit  manager.  He  is  the  store's  expert,  knowing  what 
can  be,  and  what  cannot  be,  done  profitably  in  the  extension 
of  credit  and  the  handling  of  accounts. 

In  most  stores,  the  credit  manager  is  responsible  only  to 
the  chief  executive.  Some  large  stores  establish  the  credit 
manager  subordinate  to  the  controller.  However,  a  mini- 
mum of  interference  with  the  credit  manager's  fundamental 
responsibility  for  credit  accounts  usually  occurs  in  such 
organization.  The  credit  manager  counsels  freely  with  both 
the  general  manager  and  the  controller  in  formulating  credit 
policies. 

A  combination  of  the  offices  of  credit  and  office  manager 
is  common.  There  is  much  to  commend  it.  If  the  credit 
manager  supervises  all  the  clerical  work  connected  with 
accounts,  there  is  obviously  special  opportunity  for  efficient 
coordination. 

The  credit  manager's  qualifications. — A  competent  credit 
man  possesses  an  imposing  list  of  qualifications.  He  has  a 
command  of  good  English,  enabling  him  to  write  letters  well 
and  talk  with  brevity  and  efTfectiveness.  He  possesses  the 
ability  both  to  develop  and  to  interpret  information.  He  has 
considerable  accounting  knowledge  and  understands  the 
fundamentals  of  commercial  laws  as  they  afifect  credits  and 
collections.     His  personal  appearance  is  good. 

He  has  an  even  disposition.    His  essential  attitude  toward 
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the  public  is  friendly.  ^Mentally,  he  doesn't  resist.  As  appli- 
cants come  to  him,  he  qualifies  the  largest  possible  number. 
He  has  exceptional  ability  for  remembering  names  and 
essential  facts. 

He  has  the  learning  habit.  Even  when  very  proficient, 
he  finds  ways  to  better  his  performance.  He  trains  his  de- 
partment personnel  to  highest  efficiency;  develops  loyalty, 
keeping  turnover  of  employees  low;  keeps  abreast  of  devel- 
opments in  the  credit  equipment  field,  seizing  opportunities 
to  improve  policies  and  office  systems.  He  attends  local, 
district,  and  national  credit  association  meetings.  He  is  a 
man  of  ideas. 

All  of  this,  of  course,  is  upon  the  basis  of  technical  knowl- 
edge of  credits;  the  principles  of  risk  analysis;  the  technique 
of  efficient  collections. 

Credit  salesmanship. — The  lax  credit  and  collection  poli- 
cies of  many  stores  exist  not  as  a  necessity  arising  from 
customer  and  community  conditions,  but  as  a  necessity 
created  by  the  store's  lack  of  psychological  skill. 

In  the  credit  man,  ability  to  "handle"  people  is  as  im- 
portant a  qualification  as  professional  judgment  in  analyzing 
a  credit  report. 

A  nation  which  has  recognized  that  goods  cannot  be  effi- 
ciently sold  without  salesmanship  must  come  to  understand 
that  an  equally  vital  function,  credit  extension,  requires,  for 
efficiency,  high  psychological  skill  also.  The  possibilities  of 
salesmanship  in  credit  management  are  illustrated  by  a  single 
type  situation. 

An  indignant  customer. — "Good  Lord!  Why  are  you  call- 
ing ;;z(-?  This  is  the  first  time  I  have  been  delinquent,  and 
I've  patronized  you  for  five  years!  If  a  good  customer  like 
me  isn't  entitled  to  a  little  accommodation  without  dunning, 
I'd  like  to  know  who  is!" 

The  credit  manager  who  has  called  the  customer  on  behalf 
of  the  store  has  his  hands  full.     However — 
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//  he  is  a  master  of  liis  job,  he  7i.'ill  accomplish  the  purpose  of 
the  call,  and  will  hold  the  customer's  good-will  and  patronage. 

The  credit  man  continues  pleasant.  His  words  and  man- 
ner reflect  a  basically  friendly  attitude  ;  his  arguments  are 
carefully  selected  to  exert  pressure  with  minimum  hurt  to 
the  customer's  feelings. 

He  makes  to  the  indignant  customer  one  of  the  following 
replies — or  another  incorporating  tact  and  persuasion: 

1.  "We  certainly  appreciate  your  patronage,  Mrs.  Stone, 
and  are  glad  to  extend  accommodation  to  you.  You  haven't 
written  us,  however,  and  I  figured  if  you  wanted  any  ex- 
tention  of  time,  you  would  speak  to  us  about  it." 

2.  "There  isn't  anything  personal  about  this.  Mrs.  Stone. 
We  would  call  the  mayor's  wife  in  exactly  the  same  way. 
We  know  here  that  we  lose  money  when  an  account  goes 
over  sixty  days,  and  the  orders  we  are  under  are  to  get  in 
touch  with  accounts  delinquent  that  long.  That's  why  we 
called  you.  We  know  you  have  been  a  good  customer  of 
the  store  and  we  surely  appreciate  your  patronage." 

3.  "Your  husband  is  a  business  man,  ]Mrs.  Stone.  What 
are  the  terms  he  expects  of  customers?  AMiat  would  he  do 
with  an  account  three  months  overdue?  Wouldn't  he  call 
up  the  customer?" 

4.  "I  thought  there  might  be  some  mistake  about  it,  when 
I  found  your  account  in  our  ledger  showed  no  payments  for 
three  months — you've  always  paid  so  promptly  in  the  past, 
and  I  know  how  you  regard  your  reputation  for  prompt 
payment.     I'm  sorry  you  misunderstood  me.  Mrs.  Stone." 

The  credit  man  gives  the  customer  a  chance  to  "explain." 
Carefully  the  conversation  is  manipulated  to  the  desired 
result,  a  specific  understanding  for  payment. 

What  is  tact? — In  the  salesmanship  of  credit  men.  tact  has 
high  place.  Tact  is  maximum  consideration,  fundamentally, 
for  the  feelings  of  others,  compatible  with  results  that  must 
be  obtained.     The  tactful  credit  man  phrases  his  statements 
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in  the  least  offensive  way.  He  doesn't  call  an  assertion  a 
lie,  but  "not  entirely  correct."  For  the  emphatic  word  "bad," 
he  may  use  the  negative,  and  far  less  forceful,  "not  so  good." 
Instead  of  "demanding" — although  that  is  virtually  what  he 
is  doing — he  will  "suggest"  or  "advise."  He  qualifies  many 
direct  statements  with,  "It  seems  to  me,"  or,  "Perhaps,"  or 
"Don't  you  think?"  He  avoids  issues  wdiich  will  accentuate 
difference  of  opinion,  and  produce  animosity.  He  has  learned 
that  he  can  negative  a  suggestion  through  the  simple  device 
of  making  no  direct  answer  to  it. 

Individualized  methods. — The  practice  of  salesmanship 
means  that  throughout  the  day's  work  the  credit  man  adapts 
himself  to  the  individual  situation.  To  one  customer  he  is, 
upon  first  acquaintance,  familiar;  to  another,  known  for 
years,  polite  and  respectful.  To  a  boy,  running  wild  with 
credit  on  his  first  job,  he  talks  like  a  father  to  a  son.  With 
still  another,  he  is  a  gentleman,  but  firm,  almost  "hard- 
boiled."  Continually  he  searches  for  the  way  which,  while 
maintaining  the  customer-store  relation  in  the  best  condition, 
gets  the  needed  results. 

Uncompleted  sales. — The  customer  who  is  accompanied  to 
the  credit  dei)artment,  and  introduced,  arrives  often  as  an  un- 
completed sale. 

If  the  credit  man  is  a  salesman,  he  will  so  handle  the  cus- 
tomer that  repeatedly  this  uncompleted  sale  receives  sub- 
stantial additions.  Pie  should  know  merchandise  sufficiently 
well  to  discuss  it  helpfully  in  his  office.  He  should  know 
how  to  make  additional  sales  personally  if  the  customer 
desires  his  aid.  When  he  nuist  scale  down  purchases,  he 
should  be  able  to  accomplish  the  purpose  without  offending 
the  customer. 

Holding  the  closed-account  customer. — .\  large  laundry, 
closing  accounts,  trains  its  drivers  in  a  "selling"  explanation. 
The  cnstonier's  account  has  gone  so  long  and  grown  so 
large,  the  driver  explains,  that  the  inanagi-r  feels,  "it  is  only 
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justice  to  you  and  to  us  that  we  handle  the  business  on  a 
cash  basis,  giving-  you  an  opportunity  to  pay  up  the  account 
as  quickly  as  possible,  so  that  your  credit  standing-  in  the 
community  \v\\\  not  be  further  jeopardized." 

If  the  customer  threatens  to  send  ^^•ork  to  another  laundry, 
the  driver  suggests  that  she  will  have  to  pay  cash  there,  too 
— so,  why  not  stay  with  the  old  laundry  whose  work  always 
has  been  satisfactorv? 

The  drivers  of  this  laundry  hold  much  closed-account 
business. 

Credit  department  personnel. — The  credit  manager  is  as- 
sisted by  trained  workers  who  vary  in  number  with  the  size 
of  the  business. 

Consumers  desiring  credit  must  be  interviewed  and  appli- 
cations taken.  These  applications,  in  turn,  must  be  sys- 
tematically investigated.  As  the  account  is  opened  and 
customers  permitted  to  buy.  there  must  be  efficient  routine 
for  the  control  of  accounts  from  the  sales  slip  through  audit- 
ing, posting,  and  billing,  to  eventual  collection.  There  must 
be  a  system,  involving  personnel,  for  authorizing  charge-take 
and  charge-send  purchases. 

The  credit  system  involves  in  efficient  operation  various 
kinds  of  files,  which  niust  be  handled  expertly  and  accurately. 
Supervision  of  accounts  will  be  continuous,  assuring  prompt 
collection  attention  to  all  accounts  needing  such.  There 
must  be  a  record,  of  course,  of  collection  effort. 

In  still  another  i)hase  there  should  be  continuous  study 
of  accounts  for  activity,  and  measures  adopted  to  increase 
maximum  business,  and  to  add  new  accounts  to  the  store's 
books.  Handling  of  complaints  is  a  credit  department  re- 
sponsibility. 

In  general,  all  the  credit  department  functions  of  the  giant 
business  are  found  in  the  little  business.  The  small  business 
centers  performance  of  many  diverse  duties  in  few  individ- 
uals;  the  large  department  store  goes  far  with  specialization. 
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The  credit  manager  has  an  assistant,  to  whom  is  assigned 
ahiiost  wholly  the  taking  of  applications,  or  perhaps  the  con- 
trol of  collections.  Although  the  collection  department  is  in 
some  stores  made  independent  of  the  credit  department,  the 
overwhelming  weight  of  opinion  and  practice  favors  a  col- 
lection department  directly  under  the  credit  manager. 

In  large  stores  assistants  to  the  credit  manager  are  some- 
times given  jurisdiction  over  divisions  of  the  alphabet,  or  are 
put  in  charge  of  contract  or  deferred  payment  accounts.  A 
divisional  credit  manager  can  efficiently  manage  8,000  ac- 
counts, a  group  of  prominent  credit  managers  decided  (Com- 
mittee on  Credit  Department  Methods,  Retail  Credit  Men's 
National  Association,  1921). 

Personnel  of  representative  stores. — The  personnel  of  a 
number  of  credit  departments  is  given. 

1.  Clothing:  sales,  about  $500,000  a  year.  Credit  manager; 
assistant  credit  manager,  male ;  second  assistant,  who 
handles  accounts  in  first  stages  of  collection;  two  author- 
izers ;  two  billers ;  one  stenographer-clerk ;  one  girl  on  com- 
plaints and  returns;  one  full-time  collector. 

2.  Department:  24,750  accounts.  Credit  manager;  one 
application  clerk ;  five  authorizers ;  one  reference  and  file 
clerk;  three  collection  department;  two  stenographers;  one 
charge  check  assorter;  eight  cashiers;  five  billers;  three 
posters ;  one  reference  clerk. 

3.  Instalment  clothing:  15,000  accounts.  Credit  manager, 
who  is  also  office  manager;  assistant  manager;  two  stenog- 
rapher-clerks, one  of  whom  does  considerable  filing;  a  cash- 
ier, who  receives  cash  and  posts  customer  cards;  one  girl 
who  posts  j)ayments  to  ledger  and  checks  sales  slips  to 
charges;  and  a  skilled  bookkeeper,  who  ]:)erforms  duties  of 
an  accountant. 

4.  Furniture:  15,000  to  20,000  accounts.  The  credit  man- 
ager, who  is  office  manager,  has  an  assistant  manager  and  a 
collection  manager,  who.  in  turn,  has  an  assistant,  two  out- 
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side  collectors,  and  four  clerks.  There  are  two  employees  in 
the  service,  or  complaint,  department.  In  the  office  are  three 
cashiers,  two  bookkeepers  (one  on  cash,  one  on  charg-e),  one 
biller,  one  g"irl  on  delivery,  and  one  general  office  girl.  The 
last  mentioned  employee  "can  do  anythini;'  in  the  office,"  in 
the  words  of  the  credit  manager. 

In  the  large  store,  new  personnel  for  the  credit  depart- 
ment will  be  secured  through  the  store  employment  division. 
There  is  no  basic  reason  why  credit  department  personnel 
cannot  be  largely  developed  through  promotion.  There  are 
many  stores  which  fill  practically  all  credit  department  va- 
cancies from  within.  The  spirit  of  the  personnel  is  naturally 
best  when  there  is  opportunity  for  promotion. 

The  capacity  to  handle  a  large  volume  of  work  well,  at  a 
low  cost  figure,  is  in  the  end  the  test  of  efficient  credit  de- 
partment organization.  Organization  should  be  such  that, 
if  at  any  time  certain  members  drop  out,  immediate  provision 
can  be  made  and  the  work  go  smoothly  on.  The  attitude  of 
service  and  helpfulness  which  the  credit  manager  makes  his 
own  in  contact  with  customers  should  be  developed  through- 
out the  department.  Employees  should  be  encouraged  to 
learn  new  and  better  ways  of  doing  their  work.  There  should 
be  constant  endeavor  to  develop  speed  coupled  with 
accuracy. 

Driver-salesman-collector. — Of  such  general  occurrence 
that  it  deserves  note  is  the  participation  of  drivers  in  dairy, 
laundry,  and  cleaning  and  dyeing  trades,  as  collectors.  Spe- 
cial supervision  has  in  some  cases  been  markedly  successful. 
One  large  dairy,  for  example,  whose  number  of  retail  ac- 
counts is  exceeded  only  by  the  public  utilities  of  its  city,  re- 
quires drivers  to  keep  books  on  all  their  customers  and  to 
effect  collections.  A  credit  manager  supervises.  The  collec- 
tion percentage  obtained  is  approximately  85%,  it  is  re- 
ported, with  bad  debt  losses  not  over  3^  of  1%. 

A  foremost  shoe  store  reports  success  with  a  salesman- 
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collector.  A  high-grade  man  leaves  the  floor  when  he  can 
be  readily  spared  and  makes  personal  calls  among  delin- 
quents. 

Judging  from  favorable  experiences  reported,  sales  and 
credit  functions  can  under  the  right  circumstances  be  com- 
bined in  a  single  employee. 

Need  for  specialized  training  facilities. — Development  of 
expert  retail  credit  men  is  at  present  largely  a  haphazard 
process.  The  demand  for  trained  retail  credit  men  and 
women  justifies  much  more  general  educational  facilities. 

A  second  condition  is  the  large  proportionate  amount  of 
credit-granting  A\'hich  under  our  present  system  of  retailing 
must  be  handled  in  combination  with  other  duties.  An  over- 
whelming proportion  of  stores  granting  credit  cannot  have 
an  employee  who  administers  credit  and  nothing  else.  A 
survey  made  by  the  University  of  Kansas,  Bureau  of  Busi- 
ness Research,  among  retail  clothiers  in  cities  above  2,500 
population,  indicates  the  condition.  Of  44  stores,  the  re- 
sponsibility for  credit  accounts  rested  upon  the  store  man- 
ager or  proprietor  in  41 /V.  upon  a  member  of  the  firm  in 
29%,  upon  bookkeeper  and  manager  in  10%.  upon  manager 
and  head  salesman  in  10%,  and  upon  a  credit  or  collection 
manager  in  10%. 

Nine  stores  in  ten,  that  is  to  say.  combined  credit  adminis- 
tration with  other  responsibilities. 

Among  all  stores  granting  credit,  the  proportion  is  un- 
doubtedly far  higher. 

There  should  be  educational  facilities  to  train  in  credit- 
granting  these  men  and  women  who  divide  the  function  with 
others.  There  should  be  also  a  restatement  of  functions  by 
importance.  The  major  task  in  retailing  is  credit-granting, 
(if  which  bookkeeping  is  a  phase,  not  the  reverse.  It  is  time 
to  stoj)  hiring  bookkeepers  who  have  had  credit  experience 
and  emi^lov.  instead,  trained  credit  men  and  women  with 
expert  bookkeeping  knowledge. 
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A  key  figure  in  store  promotion. — It  is  only  within  the  past 
five  or  six  years  that  hundreds  of  stores  have  established 
the  position  of  credit  manager.  The  importance  of  the  posi- 
tion is  coming  to  be  understood.  The  type  of  worker,  the 
salary  paid,  is  responsive  to  this  rising  tide  of  recognition. 
The  modern  store  is  alert  to  find  ways  to  obtain  and  handle 
profitably  more  credit  business,  and  in  attaining  this  result 
the  highly  qualified  credit  manager  is  a  key  factor. 


CHAPTER  VII 
TAKING  THE  APPLICATION 

THE  interview  between  prospective  customer  and  store, 
when  the  application  for  an  account  is  taken,  has  been 
called  "stupendously  important."  At  no  other  time  can  the 
credit  man  so  readily  and  with  so  little  effort  act  to  produce 
efficient  operation  of  his  department. 

The  right  questions  tactfully  put  secure  key  information 
for  decision  and  for  successful  collection  management.  For 
those  customers  who  require  it,  the  terms  are  gone  into  with 
serious  attitude.  Throughout  the  credit  man,  or  his  assist- 
ant, so  conducts  himself  that  he  "sells  the  store"  to  the  ap- 
plicant, furthering  pleasant  relations. 

It  is  desirable  to  have  privacy  for  the  application  inter- 
view. The  public  prefers  it.  Seclusion  creates  an  atmos- 
phere of  formal  importance,  favoring  best  results. 

Application  forms,  signed,  emphasize  the  credit  obliga- 
tion. They  secure  valuable  information  for  possible  future 
need.  A  formal  application  may  not  be  required  of  well- 
known  people,  and  oiil)-  partly  filled  out  for  some  others,  but 
it  should  be  the  basis  of  the  store  system. 

Who  shall  take  the  application? — The  credit  manager  can 
take  the  application  better  than  any  one  else.  Valuable  as 
is  his  time,  it  is  ])rofitably  used  in  the  application  interview. 

Credit  activities  become  so  large,  however,  that  trained 
assistants  frequently  must  be  used.  If  these  are  salesmen, 
they  should  be  under  the  credit  department's  close  super- 
vision. 

In  a  Missouri  jewelry  store,  tliree  girls  take  applications. 
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The  manager  told  a  group  conference  of  credit  managers: 
"These  girls  have  other  clerical  duties  to  perform.  They 
have  been  drilled  until  they  have  become  skilful.  They  do 
not  go  right  down  the  blank,  one  question  after  another; 
they  are  diplomatic.  Each  girl  knows  exactly  why  she  is 
asking  each  question.  She  has  specific  instructions  not  to 
argue  the  moment  the  customer  backs  up  a  bit,  not  to  try  to 
convince  him.  but  to  say,  'Just  a  minute,  please !'  and  call  the 
credit  manager." 

In  some  stores  the  credit  manager,  delegating  the  taking 
of  applications  to  assistants,  meets  every  applicant  for  a 
moment. 

Many  credit  managers  believe  that  under  no  circumstances 
should  applicants  be  asked  to  write  the  application. 

The  application  form. — Ben  Selling,  clothier,  Portland, 
Ore.,  has  a  loose-leaf  ledger  sheet.  Marks  Arnheim,  Inc., 
New  York  City,  has  a  form  on  high-grade  paper  with  an 
ornamental  border.  At  the  foot  is  the  single  hand-lettered 
word,  "Arnheim."    This  is  a  custom  tailor. 

Culbertson's,  Spokane  department  store,  has  two  cards 
identical  except  that  one  is  white,  the  other  salmon.  The 
latter  is  for  invitation  accounts.    These  cards,  though  small. 
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require  more  information  than  many  large  forms.  There  is 
provision  upon  the  reverse  side  for  credit  bureau  reports. 
The  small  cards  are  filed  in  a  cabinet  before  the  charge  tele- 
l)hone  operator. 

Api)lication  blanks  are  frccpicntly  printed  on  lightweight 
paper  permitting  the  easy  making  of  duplicate  and,  if  de- 
sired, triplicate  copies.  A  duplicate  copy  may  be  regularly 
turned  over  to  the  credit  bureau,  the  triplicate  filed  for  check- 
ing after,  say.  three  months,  to  see  if  customer  is  using 
account. 

Many  instalment  houses  combine  application  form  with 
the  lease  or  contract  form,  in  which  case  information 
supplied  by  the  applicant  is  usually  made  a  part  of  the 
agreement.  One  chain  clothing  system,  for  example,  uses 
a  full  letterhead  sheet.  The  application  blank  occupies  space 
at  the  top,  followed  by  details  of  the  purchase,  then  the  lease 
or  contract  terms. 

Western  Fuel  Co.,  Chicago,  combines  a  charge  account 
application  with  solicitation.  The  card,  sent  by  mail  or  used 
by  solicitors,  on  one  side  invites  charge  accounts  of  people 
"who  furnish  us  with  satisfactory  credit  references,"  while 
the  other  requests.  "Please  add  my  name  to  your  ledger." 
There  follow  blanks  for  credit  data. 

The  specific  facts  sought. — Stores  put  upon  application 
forms  the  questions  for  which  entries  from  every  new  cus- 
tomer are  required,  plus  questions  for  which,  commonly, 
information  is  wanted.  Three  application  forms  are  repro- 
duced. 

Information  is  sought  by  application  forms  in  general  as 
follows : 

Name  and  address  of  applicant.  This  is  often  amplified 
with  name  of  husband  or  wife,  business  address,  whether 
ap|)licant  owns,  rents,  lives  with  ])arents,  or  rooms;  business 
and  residence  telephone  numbers;  length  of  residence  at 
present  and  former  addresses. 


TAKING  THE  APPLICATION 


LODGE 

NO. 

ADDRESS 

LIFE  IN 
NAME 

5. 

AMOUNT 

""""" 

ADDRESS 

ol!°»t«"Rt"Viyts 

ADDRESS 
CUARAN 

OCCU- 
PATION 

PHONE 

TEED  BY      IsistvED] 

ADDRESS 

OCCU- 
PATION 

WITNESS  BY 

PHONE 

CREDIT  BUREAU  REPORT 

HIGH  CREDIT 

1                        PAYS 

REM 

»BKS 

■     1 

2 

3 

4 

1 

Fig.  8.    Re\t:rse  Side  of  Card  of  Fig.  7. 


Business  or  employment.  Length  of  em|)loyment  is  often 
required. 

References.  Personal  ;  other  charge  accounts;  bank  where 
applicant  has  account,  if  checking  or  saving. 

Property.  Some  stores  ask,  ''Are  you  a  property  owner?" 
Others  get  particulars  of  property  owned,  with  probable 
value. 

Instalment  stores  secure  more  information  than  regular 
charge  account  stores.  Some  of  this  information  is  required 
because  of  the  skip  hazard.  We  find  such  questions  as 
"Nearest  relatives?"  "Are  you  a  lodge  member?  Name  of 
lodge?"  "Church  attended?"  "Names  of  children,"  "School 
attended?"  Some  instalment  houses  want  to  know  the  make 
of  applicant's  automobile,  and  whether  it  is  owned  or  being 
paid  for;  color  of  hair,  eyes;  weight;  height. 

The  names  of  authorized  buyers  are  required  by  some 
forms.     Other  forms  have  space  for  signature  of  guarantor. 

Many  blanks  provide  space  for  applicant's  age.  for  use  if 
he  is  possibly  a  minor.  Some  blanks  rccpiire  telephone  num- 
bers, not  alone  of  applicant,  but  of  employer  and  of  refer- 
ences given. 

Standardized  bureau  application  forms  emphasize  the 
terms  upon  which  merchandise  is  purchased.     The  Omaha, 
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Neb.,  blank  has  at  the  top,  "Alerchandise  purchased  on  retail 
account  in  Omaha  is  due  the  first  of  the  month  following 
the  date  of  purchase,  and  the  account  is  payable  on  or  before 
the  10th  of  the  month  following  the  date  of  purchase." 

The  Detroit  application  goes  so  far  as  to  ask,  "Are  you 
owing  any  past  due  accounts  elsewhere?" 

Some  blanks  ascertain  if  wife  or  husband  is  employed  and, 

APPLICATION  FOR  CREDIT 


For  the  purpose  of  obtaining  credit  from  GEO.  W.  CHATTERTON,  INC.,  I,  or  we. 
malte  the  following  statement,  wliich  f,  or  we.  have  carefully  read  and  certify  by  my 
signature  on  the  reverse  side  of  this  instrument  that  it  is  true  and  correct. 


Amt  ot  Parmenl 


UdM.  CoQcbt  tar 

DATE 

CEED.I 

BALANCE 

DATE 

CXEDIT 

BaU-NCE* 
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1 
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R.r«™, 

1 
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1 
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1 
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1 
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.        1 

1 

1    ■ 

TCM 

l-<u«i4'i  Name                                                                  Oit«r 
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1 

1 
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1 

1 

1 
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**""*                                                                               Loo,' 

1 

1 

1 
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1 
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1 

1 
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i 
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1 
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«r  Sinde                                                                                              or  r<»n^«r 

rwacr  AdJnn                                                                         How  Lot^g 

1 

1 
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N^                                                                                           ^^^ 

Fig.  9.    This  Ikst.'Vlmext  Application  is  Combined  with  Ledger  Form. 
The  Reverse  Side  is  a  Conditional  Sales  Contract. 


if  so.  ^vhere.  The  growing  im]Mirtance  of  minors  as  credit 
customers  is  reflected  in  community  l)lanks  jjroviding  for  in- 
formation covering  "parents."  and  whether  the  applicant 
boards  or  lives  at  home. 

Some  forms  have  the  cpicstion.  "Limit  desired?"  while 
others  ])Ut  it.  "l^stimated  niDnthly  ])ni'chases." 

A  Sears.  Roebuck  (Jv  Co.  m.'iil  orcU-r  credit  .-ijiplication  sug- 
gests. "The  more  you  tell  us  about  yourself,  tlie  (piickcr  \ve 
can  handle  your  order." 

An  industrial  loan  application  rc<piires  specific  information 
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showing  regular  salary,  wages  or  income ;  extra  income  must 
be  itemized,  and  its  sources  shown.  Monthly  expenses  are 
required  in  detail;  likewise  property  information,  including 
value,  total  mortgages,  location,  and  in  whose  name.  The 
applicant  is  required  to  tell  how  much  he  owes  in  loans  and 
bills,  and  to  reveal  the  total  of  his  instalment  i)ayments. 

Some  store  application  forms  require  a  statement  of 
income. 

Credit  data  instructions  to  salesmen. — The  large  retail 
sales  ticket  of  The  Aeolian  Co.,  New  York  City,  contains 
blanks  filled  out  by  the  salesmen  for  credit  data.  The  form, 
punched  for  filing,  has  small-type  instructions  to  salesmen 
printed  on  the  inner  margin  at  right  angles  to  the  sales 
ticket  proper.     Excerpts  are  quoted : 

"Do  not  give  Savings  Banks  as  references — They  do  not 
furnish  credit  information. 

"Policeman,  Letter  Carrier  or  Fireman — Get  Badge  Num- 
ber, Precinct  Post  Office  or  Engine  House  Number. 

"If  applicant  is  connected  with  Branch  of  large  concern — 
Get  Branch  address. 

"When  Furniture  or  Piano  houses  are  given  as  references 
— Find  out  whether  account  is  open  or  closed — Date  opened 
and  address  at  the  time  opened. 

"Federal  and  Civil  Service  employees  must  furnish  refer- 
ences. 

"If  applicant  is  not  of  legal  age,  consult  Credit  Depart- 
ment." 

Your  store's  application  form. — There  is  no  one  "best" 
application  form.  An  individual  credit  grantor's  form  should 
be  based  upon  the  trade,  the-  customer  group,  and  office 
routine  conditions.  The  fact  that  the  form  is  at  best  an 
approximation  should  be  thoroughly  understood.  It  will 
call  for  inore  than  is  needed  from  some  ap]:)licants,  and  less 
than  should  be  had  from  others. 

"Have  you  had  an  account  with  us  before?" — If  the  ap[)li- 
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APPLICATION    FOR   CREDIT    WITH 


UNIFORM    APPLICATION    BLANK   ADOPTED    BY 

TH(  AltOCItTED   RETAIL  CR£OIT   MEN  OF   DcTROIT  AND  MERCHANTS  CREDIT   BUREAU 


NAME  IN   PULL 

WIFE 
AGE                       HUSBAND 

RESIDENCE 

HOW   LONS                              PHONE  NO. 

fRtVIOUS  RES 

BUSINESS 
EMPLOTER 

HOW  LONG 

BUSINESS  ADDRESS 

PREVIOUS  ADDRESS 

WIFE  OR 

HUSBAND  EHPLOTEDI                                                         WHERE 

NEAREST  RELATIVE 

PRORERTT  OWNED 

•— Ur" 

CHECKINe 
SAVINGS 

UNDER  WHAT 
NAME 

STORE  REFERENCES 

PERSONAL  REFERENCES 

AUTHORIZED  aUTERS 

EST.  MONTHLY 
PURCHASES   % 

ARE   TOO  OWINS  ANY  PAST  DUE  ACCTS   FISFW«E»F» 

I  AM  MAKING  THIS  APPLICATION  AND  STATEMENT  FOR  THE  PURPOSE 
OF  SECURING  CREDIT  FROM  THE  ABOVE  AND  AGREE  TO  PAY  EARLY 
IN     THE     MONTH     FOR    ALL    PURCHASES    OF    THE     PRECEDING    MONTH 


APPROVED  BY 


CHECK    HERE    KIND   OF    REPORT    WANTED 


TEk.  tPfCIAl 


I-'k;.    10.     Ai'iM.icATioN   FrKNisiiED  liv    Mr.KciiANTs'   Ckkdit   Bureau,   Inc. 

Dl.TKOIT,    I-OK    CuMMIIMTV    UsE. 
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cant's  reply  is,  "Yes,"  the  credit  office  immediately  refers  to 
the  old  account.  It  may  be  desirable  to  ask  questions,  bring- 
ing the  information  thoroughly  up  to  date. 

Some  credit  men  ask,  "Are  you  familiar  with  credit  ap])li- 
cation  blanks?"  If  the  reply  is  negative,  the  credit  manager 
suggests  briefly  that  all  important  stores  use  forms,  and  that 
the  information  asked  for  has  l)ecome  standardized;  that  the 
information  given  is  useful  to  the  store,  too,  in  preventing 
fraudulent  bu}ing  on  the  customer's  account. 

The  practical  interviewer  "sizes  up"  the  individual  before 
him.  He  quickly  notes  "Handle  with  care"  signs  in  personal 
characteristics.  He  may  deliberately,  before  taking  up  regu- 
lar questions,  skilfully  discover  a  common  ground  for  con- 
versation. 

The  applicant's  address  may  suggest  this.  Intelligent  in- 
terest in  a  diminutive  Chow  has  speeded  a  credit  interview 
along.  As  the  conversation  unfolds,  adroitly  led  by  the 
credit  man,  a  surprising  amount  of  information  required  for 
the  application  blank  comes  out. 

On  the  other  hand,  there  are  applicants  who  strive  to  help 
the  credit  man,  volunteering  information  not  asked  for,  and 
a  third  type,  common,  which  readily  answers  questions. 

Tact  in  phrasing  questions. — A  single  word  in  a  question 
may  mean  the  difference  between  offense  and  a  ready 
answer.  The  skilled  credit  man  adapts  his  phrasing  to  the 
individual  applicant. 

Indirect  approaches  will  be  used  when  he  is  in  doubt  about 
the  applicant's  feelings  and  when  he  knows  he  must  be 
careful. 

For  example,  the  size  of  an  applicant's  income  is  a  delicate 
point.  It  may  be  desirable  to  overlook  the  question,  not 
putting  it  at  all.  A  question  determining  the  applicant's 
occupation  may  suggest  the  approximate  answer.  The  (jues- 
tion  is  made  less  blunt  when  phrased,  "Do  you  mind  telling 
me  your  salary?" 
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An  ingenious  interviewer  found  he  sometimes  displeased 
sensitive  women  by  asking  for  their  husband's  occupation. 
So,  when  in  doubt,  this  interviewer  now  asks  for  the  hus- 
band's business  address,  or  phrases  the  query,  *'In  what  is 
your  husband  engaged?" 

Does  the  wife  of  the  applicant  work?  Some  husbands  are 
reluctant  to  reveal  this.  The  credit  man  may  want  very 
much  to  know.  If  he  can't  put  the  question  directly,  he  may 
divert  the  conversation  to  a  general  discussion  of  the  appli- 
cant's family,  in  the  course  of  which  the  desired  information 
is  secured. 

Experience  shows  that  the  request  for  names  of  near  rela- 
tives may  need  to  be  explained,  else  the  applicant  may  hesi- 
tate, fearing  the  relative  will  be  made  responsible  in  some 
way. 

"Do  you  wish  to  give  us  the  names  of  stores  where  your 
credit  is  established?"  is  more  tactful  than,  "What  are  three 
stores  you  now  deal  with  on  a  credit  basis?"  However,  the 
credit  man  will  hardly  use  the  first  approach  when  it  is 
plainly  not  needed.  Most  applicants  can  be  talked  with  in  a 
frank,  direct  way. 

Get  accurate  answers. — The  ap])licant's  first  answer  to  a 
question  may  be  inadeciuate.  The  skilful  interviewer  isn't 
baffled — he  gets  at  once,  or  before  the  interview  concludes, 
what  is  required.  Suppose  the  a]:)p]icaiit,  when  asked  for 
stores  at  which  he  has  charge  accounts,  replies,  "All  the  big 
stores."  The  interviewer,  unperturbed,  will  continue, 
"Brown's?"  "Stone  Bros.?''  "lietts  &  Co.?"  until  he  has  the 
names  of  actual  accounts. 

Applicants  frequently  give  initials  only,  use  a  nickname  or 
otherwise  make  an  incomplete  reply.  The  given  name  must 
be  secured,  and  the  middle  initial,  it  there  is  one.  Tlie  exact 
spelling  of  the  name  must  be  ascertained.  References,  ad- 
dresses, tele])hone  numbers,  in  fact,  all  answers,  should  be 
obtained  and  recorded  with  strict  accuracy. 
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The  special  questions. — The  interview  leads  to  individ- 
uahzed  questions.  It  may  appear,  for  example,  that  the 
applicant  is  employed  by  a  large  company.  As  this  informa- 
tion will  be  checked,  the  employer  usually  being  approached 
by  telephone,  it  is  important  to  know  not  alone  the  name  of 
the  company  for  which  the  man  works,  but  also  the  depart- 
ment in  which  he  is  employed. 

Age  may  not  be  called  for  by  the  application  form,  but  if 
the  applicant  is  possibly  a  minor,  questions  on  this  point  are 
needed.  Does  she  live  at  home?  Is  she  employed?  Will  her 
parents  guarantee  the  account? 

In  this  instalment-selling  age,  a  charge  account  store,  be- 
fore granting  credit  to  an  applicant,  may  wish  to  know  just 
how  the  applicant  stands  in  respect  to  present  instalment 
commitments. 

Application  information  is  compiled  i)reliminary  to  a 
credit  investigation  and  decision.  The  amount  of  "looking 
up"  to  be  done  naturally  influences  the  questions  of  the  inter- 
view. Time  is  valuable ;  ordinarily  the  credit  man  will  not 
put  more  questions  than  are  necessary  for  sound  credit  ex- 
tension, but  looking  ahead  to  investigation  and  decision  and 
realizing  doubtful  points,  he  may  decide  to  dig  for  special 
facts. 

He  may  wish  to  determine  if  special  measures  are  practical 
to  make  the  account  secure,  realizing  that  the  applicant  is  not 
entitled  to  credit  on  the  usual  charge  account  basis. 

Joint  understanding  covering  amount  of  credit. — "Up  to 
what  amount  would  you  like  to  have  credit  ^vith  us?"  may 
be  an  im])ortant  (jucstion,  and,  if  the  customer's  reply  is 
indefinite,  the  credit  man  makes  a  suggestion.  "Will  $50 
cover  it?" 

An  imderstanding  on  this  j^uts  the  credit  department  in  a 
])Osition  of  strength.  If  the  customer  overbuys,  or  is  slow  in 
payment,  the  credit  man  can  logically  refer  to  the  arrange- 
ment as  pressure  tr)  reduce  the  indebtedness  is  needed. 
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Suppose  the  customer  suggests  a  high  credit  limit.  The 
credit  man  doubtfully  reflects,  Will  the  customer  really  be 
able  to  pay  this?  The  outcome  will  be  an  understanding  for 
a  lower  limit  or  the  customer's  special  promise  to  take  care 
of  the  account  promptly  and  in  full. 

Impressions. — Credit  men  become  quite  shrewd  judges  of 
human  nature.  For  use  with  other  information  which  may 
be  obtained,  they  avail  themselves  fully  of  the  opportunity 
for  impressions.  Appearances  convey  much ;  degree  of  in- 
telligence is  suggested  accurately  by  conversation ;  health 
and  spirit  appear.  Some  wives  are  liabilities  in  respect  to 
family  fortunes,  others  are  assets.  Credit  men  become  ex- 
pert in  classifying  wives. 

How  steady  is  this  party?  Is  he  honest?  Is  he  of  better 
than  the  average  skill  in  his  occupation  or  is  he  one  of  the 
marginal  men,  first  to  lose  their  jobs  when  the  factories 
"lay  off"?    What  are  his  moral  habits? 

A  notation  of  impressions  may  be  made  on  the  form. 
Whatever  these  are,  the  applicant  will  leave  after  a  pleasant, 
"Thank  you,"  or  "Glad  to  have  met  you,  Mrs.  Stone!"  The 
usual  statement  to  the  customer  is  that  the  store  will  notify 
as  soon  as  possible. 

When  applicant  wishes  to  purchase  immediately. — The 
customer  may  wish  to  buy  at  once.  If  charge-send  jnir- 
chases  are  contem])latc(l,  the  common  practice  is  to  ])ermit 
the  customer  to  make  selections.  An  examination  of  the 
application  will  usually  indicate  whether  probabilities  favor 
a  (juick  report  or  a  delayed  one. 

On  the  signal  of  an  instalment  clothing  credit  man  taking 
an  a])plicati<»n,  an  assistant  approaches  anil  receives  code 
data  from  him.  lnnne(liately  the  assistant  starts  telei)honing. 
The  fact  is  considered  that  three-fourths  of  all  sales  recjuire 
alterations,  gi\ing  the  credit  oOice  further  opportimity  to 
investigate    after    the    en^tonier    has    left    the    store.      "I    am 
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able,"  the  credit  man  declared,  "to  accept  or  reject  'on  the 
spot'  95%  of  all  applications." 

One  larg-e  department  store  introduced  a  <.,mmme(l  sticker; 
this  was  handed  to  the  customer  to  he  attached  to  each  sales 
check  on  purchases.  The  sticker  referred  the  sales  check  to 
a  named  divisional  credit  manager  before  delivery  of  mer- 
chandise. 

Some  credit  men  do  not  hesitate,  if  a  desired  charge-take 
purchase  is  small,  to  "take  a  chance."  There  are  numerous 
stores  whose  fixed  policy  is  never  to  deliver  charge  mer- 
chandise to  an  uninvestigated  customer. 

The  compromise  course,  having  everything  to  commend 
it,  is  fast  investigation.  The  customer  is  frankly  told  an 
account  will  be  opened  just  as  soon  as  possible,  and  if  she  will 
return  in  a  stated  time — perhai)s  two  hours — the  store  prob- 
ably will  be  able  to  serve  her.  Circumstances  may  1)e  such 
that,  while  the  customer  waits,  a  bureau  report  permitting 
release  of  merchandise  is  received. 


CHAPTER  VIII 

THE   CREDIT   INVESTIGATION 

MOST  credit  applicants  wish  to  use  the  account  within 
twelve  to  forty-eight  hours.  Delay  will  annoy  and 
will  produce  a  considerable  percentage  of  accounts  which, 
opened,  are  not  used.  A  quick  investigation  and  decision 
])leases  the  customer  and  speeds  sales. 

Use  credit  bureau  service. — In  investigating  references, 
the  credit  grantors  in  a  bureau  community  should  use  bureau 
service.  Practical  exceptions  may  have  to  be  made,  but  in 
general  indirect  inquiry  is  best.  Repeatedly,  conventions  of 
credit  men  have  by  resolution  condemned  direct  inquiry. 
Rules  of  many  credit  bureaus  forbid  members  to  answer 
direct  incjuiries. 

The  direct  inquiry  grades  low  for  promptness  and  accuracy 
f)f  information  secured;  has  limited  value,  because  appli- 
cants naturally  give  only  references  ^\•ith  whom  their  record 
has  been  good;  is  unfair  to  reference,  who  may  be  consulted 
a  dozen  times  for  identical  information;  and  involves  for  the 
incjuiring  store  considerable  routine  labor. 

Types  of  credit  bureau  reports. — Credit  bureau  service  is 
so  fast  in  many  cities,  and  so  comprehensive  are  records,  that 
a  report  enabling  the  credit  grantor  to  make  an  immediate 
decision  can  sometimes  be  obtained  in  ten  minutes  or  less. 
'I'he  reports  furnished  by  credit  bureaus  are,  mainly,  of  two 
types. 

The  standard  report,  usually  written,  covers  the  history, 
resources,  reputation,  and  credit  record,  or,  as  it  is  often 
referred  to,  trade  experience,  of  the  party  iinpiired  on.      In- 
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formation  is  usually  in  narrative  form.  Trade  ex])erienco 
may  cover  many  different  lines — department  store,  men's 
clothing,  ready-to-wear,  fuel,  furniture,  music,  grocery. 
These  are  given  by  trade,  not  hy  reporting  store's  naiue.  The 
experience  shown  for  each  covers  how  long  sold,  highest 
credit,  ho^v  part}-  pays,  and  the  amount  owed.  References 
are  quoted  by  name. 

The  \vritten  standard  report  is  more  complete,  and  more 
expensive,  than  the  credit  grantor  usually  needs.     The  type 
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Fig.  11.  A  Credit  Bureau  File  Card.  A  Traixed  Report  Clerk  Rapidly 
Gives  Subscriber  Essential  Details  of  the  Record,  Coxtixued  ox  Re- 
verse Side. 


of  report  most  used,  therefore,  covers  file  information,  ^vhich 
is  principally  trade  experience,  plus  reports  on  references 
investigated.  The  investigation  of  references  may  be  limited 
to  the  commercial  ones.  In  practice,  most  or  all  the  informa- 
tion possessed  by  the  bureau  is  given  the  subscriber;  adher- 
ence is  to  the  spirit  of  the  contract,  not  the  letter. 

Except  as  there  is  arrangement  to  the  contrary,  the  report 
is  made  in  accordance  with  bureau  routine,  ordinarily  within 
twenty-four  hours  of  receipt  of  inquiry.  An  additional  charge 
may  be  made  for  preferred,  or  rush,  service. 
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The  trend  toward  telephone  reports. — Except  in  those 
cities  where  rating  books  are  published,  the  telephone  report 
is  overwhelmingly  favored.  There  are  many  credit  bureaus 
90%  of  whose  credit  reports  to  members  are  now  given  over 
the  telephone.  The  proportion  in  some  cities  is  practically 
100%.  A  survey  to  which  thirty-five  credit  bureaus  con- 
tributed indicated  for  all  a  proportion  of  telephone  reports 
of  at  least  80%.  The  cost  of  telephone  reports  ranges  from 
a  low  of  25  cents  or  30  cents  to  a  high  of  60  cents  to  70  cents. 

The  direct  line  connecting  credit  ofifice  with  bureau  has 
demonstrated  its  value. 


.  Refer  BOILDINQ  MATERIAL  FILE 

Doe,  Joe (May)   ^___ 


!fl 1400  A  coma  St» 


(Form.  Houston,  Texas) 


BUS.  Contractor  and  Builder 


Fig.  12. 

The  Pittsburgh,  Pa.,  credit  bureau  supplies  keywords  for 
telephone  intercourse  between  bureau  and  members.  The 
word  in  each  case  is  given  for  its  initial  letter.  These  are 
the  words — August,  Boston,  Charles,  David,  Edward,  Fred- 
erick, George,  Harold,  Isaac,  James,  King,  Lewis,  Mary. 
Nora,  Oswald,  Peter,  Question,  Robert,  Samuel,  Thomas. 
United,  Victor,  William.  X-Ray,  Yellow,  Zebra.  Each  letter 
of  the  alphabet  is  given  a  number,  beginning  with  1  for  A 
and  continuing  consecutively  to  26.    This  also  may  be  used. 

Distant  credit  investigation;  coupon  plan. — Each  of  the 
more  than  nine  hundred  credit  l)urcau  members  of  the  Na- 
tional Retail  (^-edit  Association  is  known  as  a  station.  These 
stations  ])ossess  upwards  of  50.000.000  credit  records,  and 
more  than  LS ,000.000  rej^orts.  Special  organization  exists 
wherel)y  the  credit  grantor  in  one  city  can  use  the  facilities 
i>\  distant  bureaus  in  his  in\  est  igat  ion. 
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The  local  credit  bureau  is  supplied  by  the  Service  De- 
partment of  the  National  Retail  Credit  Association  with 
standard  prepaid  inquiry  tickets;  to  these  are  attached  cou- 
pons, which  are  in  reality  bank  checks. 

One  form  calls  for  a  standard  report.  Blanks  are  filled 
in  with  subject  of  inquiry  and  reference,  address  and  occupa- 
tion information.  Within  an  oval  is  typed  the  name  and 
address  of  inquirer.  The  foot  of  the  ticket  carries  the  check 
of   the   Service   Department   of   the    National   Retail    Credit 
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Fig.  ii.  In  Operation  of  the  Denver  Group  Plan,  a  Special  File, 
Building  Material,  is  :\L\intained.  A  Card  in  Main  File  (Fig.  12)  refers 
TO  THE  Card,  Double  the  Usual  Size.  Credit  Bureau  :Membership  Pro- 
tects THE  Credit  Grantor  Against  Poor  Risks  like  the  One  Whose 
Record  Appears  Above. 

Association,  D.  J.  Woodlock,  manager-treasurer,  drawn  ujion 
a  St.  Louis,  Mo.,  bank  for  the  standard  amount  allowed  the 
reporting  bureau.  An  oval  upon  the  check  has  within  it  the 
name  of  the  credit  bureau  to  which  inquiry  is  sent.  One  en- 
dorsement only,  other  than  bank,  is  allowed.  The  form  can 
be  folded  for  use  in  window  envelope. 

A  second  ticket,  with  check,  is  used  for  the  trade  clearance 
report.  A  standard  report  ordinarily  costs  the  credit  grantor 
about  one  dollar,  a  trade  clearance  rei)<)rt  costs  less. 

A  Kansas  City  store,  for  example,  has  a  credit  application 
from  Mrs.  Elsie  B.  Moll,  giving  three  New  York  City  stores 
as  references.     The  store  telephones  the  local  bureau,  which 
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in  turn  forwards  an  inquiry  ticket,  incorporating  name,  ad- 
dress, occupation,  and  reference  information,  to  the  Asso- 
ciated Retail  Credit  Men  of  New  York  City,  Inc.  This  bu- 
reau clears  the  references,  detaches  the  check  from  ticket, 
and  returns  report  to  Kansas  City. 

Finance  companies'have  special  inquiry  and  car-checking 
facilities,  on  the  basis  of  tickets  of  similar  construction. 

The  service  in  practice. — The  Denver  bureau  answers 
90%  to  95%  of  inquiries  in  twelve  to  twenty-four  hours.  The 
regular  practice  of  this  station  is  to  dispatch  on  the  same 
day  replies  to  all  inquiries  received  up  to  noon.  On  5%  to 
10%  of  inquiries,  deferred  reports  are  necessary  because  of 
delays  in  getting  essential  information.  Many  other  local 
stations  give  practically  return  mail  service  on  the  great 
majority  of  inquiries. 

Size  of  city,  how  well  the  city  is  organized  for  credit 
bureau  work,  whether  telephone  or  messenger  system  is 
used — all  influence  the  speed  of  service.  On  Chicago  and 
New  York  reports,  for  example,  a  certain  bureau  manager 
whose  experience  ]irobably  is  tyincal  expects  an  unavoidable 
delay  of  two  to  three  days.  The  lay-over  at  St.  Louis  is 
usually  not  more  than  one  day;  at  San  Francisco,  one  to  two 
days. 

Telegraph  inquiries, — .Vir  mail,  if  careful  regard  is  had  for 
schedules,  will  s])eed  up  foreign  inquiries.  Telegraphic  com- 
mimication  is  recommended  when  size  of  account  warrants. 

A  woman  sho])per,  a  stranger,  tendered  an  $800  check  on  a 
Detroit  l)ank  in  pa\'ment  for  a  diamond.  Wiring  Detroit 
through  the  credit  bureau,  the  store  knew  in  four  hours  that 
the  stranger  had  tendered  a  bogus  check,  but  its  only  loss 
was  the  small  investigation  cost,  (^n  the  other  hand,  wiring 
an  Oklahoma  bureau  on  a  I)uyer  who  had  sought  a  charge 
account  for  a  $50  purchase,  the  store  had  the  fact  immedi- 
ateh'   estal)bslie(I   that    the   woman   had   been   in    l)en\er  and 
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her  credit  ratini^-  was  hi<;h.  'J'he  customer's  purchases  of  the 
store  while  in  Denver  anunmted  to  $1,000. 

Credit  bureau  experience  is  that  nine  out  of  ten  telegrams 
for  reports  bring  replies  the  same  day.  The  policy  of  the 
Denver  bureau  is  to  charge  the  inquirer  the  actual  cost  of 
the  telegram  plus  standard  report  fee. 

The  Service  Department  of  the  National  Retail  Credit 
Association  supplies  member  stations  with  a  telegraphic 
code.  "Bag,"  is  code  for,  "Our  records  indicate  that  his 
checks  have  been  turned  down."  "Gable,"  stands  for,  "Owns 
a  home,"  and  "Gaff,"  "Apparently  has  sufificient  income  to 
cover  needs,  and  our  records  indicate  will  not  buy  above 
ability  to  pay."  The  code  is  complete,  and  contributes  to 
accurate  and  economical  reports  secured  by  wire. 

Where  there  is  no  credit  station. — If  the  former  home  of 
an  applicant  is  not  covered  by  a  credit  station,  resort  may  be 
had  to  bank  and  law  lists.  If  the  community  is  so  small  that 
it  has  neither  bank  nor  attorney,  the  forwarder  may  obtain 
from  a  credit  rating  book  the  names  of  local  mercantile 
concerns. 

The  experience  of  the  Retail  Credit  Men's  Association  of 
Denver  is  that  60%  to  75%  of  inquiries  forwarded  to  com- 
munities not  covered  by  credit  stations  are  replied  to  with 
promptness.  On  5%  to  10%  of  the  remainder,  follow-ups 
may  be  required ;  in  practically  every  case  a  report  is  even- 
tually obtained.  A  form  letter  is  used.  If  this  is  not  an- 
swered, the  bureau  writes  a  brief  personal  letter.  This 
authorizes  the  local  reporter  to  incur  costs,  if  necessary,  to 
obtain  the  information,  billing  the  Denver  bureau. 

Getting  the  wanted  information. — If  wanted  information 
is  to  be  obtained  from  references,  inquiry  methods  must  be 
right.  The  questionnaire  is  much  favored.  The  questions 
should  be  so  arranged  that  it  is  convenient  for  the  reference 
to  answer.     The  reply  form  is  sometimes  incorporated  on 
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the  letter  sheet,  at  foot  or  on  reverse  side.     A  stamped,  ad- 
dressed envelope  speeds  replies. 

Of  commercial  references,  information  is  commonly 
sought  covering:  date  account  was  opened;  highest  credit; 
how  payments  were  made ;  amount  owing.  The  form  may 
seek  specific  paying-habit  facts  by  asking  the  reference  to 
check  several  blanks,  as,  "30-60  days,"  "60-90  days,"  etc. 

Of  personal  references,  the  questions  asked  may  cover 
income  and  source;  w^hether  applicant  owns  real  estate  and, 
if  so,  what;  occupation  or  business;  married  or  single.  It  is 
common  practice  to  inquire  how  long  reference  has  known 
applicant;  also,  if  reference  knows  any  reason  why  store 
should  not  extend  the  desired  credit. 

The  forms  used  by  credit  bureaus  in  making  bank  inquiries 
reduce  labor,  both  of  sending  bureau  and  of  bank.  The  San 
Francisco  inquiry  is  on  a  green  slip,  having  blanks  at  the  top 
for  name,  address,  business,  bank  and  branch,  of  party  in- 
quired about.  "Indicate  by  X,  in  circle  at  left,"  is  instruction 
given  above  a  convenient  listing  for  answers.  There  are 
separate  divisions  for  commercial  and  savings  accounts. 

The  bank  checks  to  show  whether  the  account  is  open  or 
closed,  and  concerning  average  l)alance  indicates  whether 
nominal,  small,  fair,  moderate,  substantial,  or  large.  The 
other  statements  presented  for  checking,  when  applicable, 
are  "No  A/C  Discovered,"  "Relations  Satisfactory,"  "Re- 
lations Not  Satisfactory,"  "Balance  Gradually  Increasing," 
"We  Have  Credit  File  on  Subject." 

Consulting  employer  by  telephone. — The  conversation 
with  the  employer  should  ascertain  if  applicant  is  employed 
as  he  claims;  the  kind  of  work  he  does;  what  he  earns,  in  a 
general,  if  not  specific,  way ;  if  he  is  dependable ;  if  special 
conditions  inimical  to  sound  credit-granting  exist.  It  is  the 
practice  of  some  inquirers  to  ask  the  employer,  in  so  many 
words,  if  the  employee  is  good  for  a  stated  amount  of  credit, 
but  this  practice  is  not  recommended. 
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Official    Prepaid    Inquiry    Ticket 

National  Retail  Credit  Association. 


Check  attached,  payable  to  order,  is  in  payment  for  a  complete  standard  report  on 
person  listed  below.  When  endorsed  by  the  party  whose  name  is  written  in  on  the 
face  of  thg  check  it  is  bankable.  Only  one  endorsement,  excepting  bank  endorse- 
ment, allowed. 

Wife 
__^^_^— ^^^^^— ^^— — — ^^.^-^^—  Husband 


Residence  Address- 


Business  or  Occupation - 


Former  Residence  Address- 


Business  Address- 


References 


-  FOU3  HEBE  FOR  WINDOW  ENVELOPE  - 


RETAIL  CREDIT  MEN'S  ASSN. 

KITTREDGE  BLDG. 

DENVER,     .    .     COia 


-FOLD   HEHE   FOB    WINDOW    ENVELOPE- 


REPORT   FBE  NATIONAL  RETAIL  CREDIT  ASSOCIATION 

Scruggs,  Vandervoort  &  Barney  Bank 
ST.  Lduis.  Missouri 

(Pt^  ORDER  B^'r  -     Sixty  ~C^nts    •    No    Dollars  ) 


OME  Endorsement  only  other  ithan  b;>nk 

NATIONAL   RETAIL  CREDIT  ASSOCIATION 

MANAaKM-YRKABUNUi 

.Mamcand  Ad<lre««  cnlx^jcchangc  Makipft  Report. 


(    ""        707417   )       ,J^/!L.M^ 
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I 
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A  method  in  making-  iiicjuiries  by  telephone  overcomes  an 
objection  to  the  medium.  This  is  for  the  reference  to  hanj^ 
up  the  receiver,  then  call  the  inquirer's  number.  When  in- 
formation is  secured  by  telephone,  notes  should  be  taken  for 
record.  The  contact  should  be  direct  with  the  department 
where  the  applicant  is  employed. 

Reference  "plants." — Cases  in  which  reference  "plants" 
are  cleverly  attempted  are  semi-occasional.  The  person  con- 
tacted, when  an  employment  reference  is  consulted  by  tele- 
phone, may  be  a  friend  of  an  applicant,  or  even — it  has 
occurred — the  applicant  himself.  The  store  which  clears 
references  through  its  credit  bureau  largely  eliminates  all 
risk  of  loss  through  reference  "games." 

Adapting  investigation  to  individual. — As  a  practical  mat- 
ter, the  extent  and  detail  of  investigation  will  be  affected  by 
amount  of  credit  involved,  and  by  presence  or  absence  of 
factors  raising  doubt. 


CHAPTER    IX 
THE  RISK  ANALYSIS 

A  SERIES  of  test  questions  for  credit-granting"  are  so  good 
that  the  authors,  ^\■ith  acknowledgment  to  the  un- 
known author,  give  them  first  place  in  this  discussion  of  risk 
analysis.  The  questions  are  five,  and  are  answered  for  the 
individual  applicant  for  credit. 

1.  Can  he  pay? 

2.  Docs  lie  pay? 

3.  Will  he  pay? 

4.  When  zvill  he  payf 

5.  Can  he  he  made  to  pay? 

Character,  capital,  and  capacity — the  trinity  upon  which 
credit  is  commonly  extended — are  all  tested  by  these  five 
questions.  They  are  broad,  yet  fit  the  credit  situations  of 
different  stores,  trades,  and  communities. 

A  perfect  credit  risk  is  one  who  can  pay,  will  pay  promptly, 
as  shown  in  part  by  his  record,  and  can  l)e  made  to  pay  if 
there  is  a  necessit\-.  The  exigencies  of  retail  credit  are  such 
that  only  a  small  proportion  of  all  applicants  grade  as  high 
as  this.  Most  investigations  develo])  conditions  of  a  favor- 
able nature  and  others  which  rate  down.  The  credit  man 
must  become  expert  in  weighing  facts  for  and  against. 

There  is  consideration  of  other  than  credit  applicant  facts. 
A  risk  may  be  made  acceptable  through  adaptation  of  terms. 
the  setting  of  a  credit  limit,  or  other  s])(.-cial  measures  a\  hich 
will  be  discusse<l.  .\  poor  risk  in  instalment  selling  may  be 
(jualified  by  raising  the  down-payment.  The  individual  pur- 
chase may  intluence  the  situation,  as  when,  on  a  near-obso- 
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lete  piece  of  nierchaiulise,  ri  store  extends  credit  to  parties 
who  ordinarily  would  be  refused.  The  g-eneral  profit  in  the 
line  enables  some  trades  to  be  far  less  strict  than  others  in 
the  average  rating  required  of  risks. 

Considering  each  application,  the  credit  man  weighs  the 
chances  taken  1)\-  the  house  in  extending  credit.  Most  busi- 
ness must  l)e  accepted  on  a  basis  of  no  appreciable  risk 
whatever.  There  is  excellent  reason  to  believe,  in  other 
words,  that  payment  of  the  account  is  a  practical  certainty. 

Where  does  applicant  live? — A  veteran  credit  man  will 
|)()ssess  a  complete  and  accurate  mental  map  of  his  com- 
munity. This  frequently  contains  blacklisted  neighborhoods 
and  sections.  There  may  even  be  single  blocks  to  the  resi- 
dents of  which  credit  will  not  be  extended.  Neighborhood 
tells  much  about  standard  of  living  and  probable  expense 
level. 

Character. — The  presumption  is  of  satisfactory  character 
rating.  Xon-success  in  business,  frequent  changes  in  em- 
ployment, a  poor  paying  record,  derogatory  information 
from  credit  bureau  files,  such  as  repossessions  and  accounts 
closed  for  cause,  rate  down. 

Home  ownership,  success  in  business,  long  employment 
connection,  good  paying  record,  high-class  references,  rate 
up. 

Rating  the  references. — The  best  references  are  from  es- 
tablished business  concerns,  reporting  on  business  relations 
with  the  applicant.  In  general,  references  covering  business 
relations  are  better  than  character  references.  Personal 
references  grade  below  bank  references.  References  based 
on  extensive  relations  are  better  than  those  on  small  dealings 
and  the  more  recent  the  experience,  the  better. 

Rating  the  property  condition. — It  is  sometimes,  but  not 
usually,  necessary  for  the  retail  credit  grantor  to  consider 
closely  the  property  condition.  In  general,  ownership  of 
real  estate  suggests  the  permanent  and  substantial  character 
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of  the  applicant.  Home  owners,  as  a  class,  grade  far  higher 
than  renters  for  retail  credit  purposes.  It  is  important  to 
know  in  whose  name  property  is  held.  Under  some  circum- 
stances the  credit  man  will  scrutinize  closely  the  purchase 
terms  the  applicant  is  carrying  out.  The  fact  of  ownership 
may  be  associated  with  a  condition  of  mortgages  so  large  in 
amount  that  the  owner's  interest  is  virtually  nil.  Exemption 
laws,  which  vary  from  state  to  state,  affect  answer  to  the 
question,  "Can  he  be  made  to  pay?" 

Rating  the  income  condition. — Other  things  being  equal, 
the  customer  who  has  independent  means  is  a  better  risk 
than  the  salaried  man  with  a  permanent  job.  The  latter,  in 
turn,  is  a  better  risk  in  respect  to  income  condition  than  the 
miner,  carpenter,  or  other  day  worker  affected  by  seasonal 
conditions.  The  man  who  owns,  either  wholly  or  in  part,  a 
successful  established  business  rates  high.  Income  from  in- 
vestments and  business  gives  highest  general  rating;  then 
income  from  salary ;  then  income  from  manual  labor.  Income 
highly  uncertain  in  nature,  determined  either  by  occupation 
or  the  applicant's  character  and  qualifications,  rates  lowest 
of  all. 

The  income  condition  vitally  relates  to  the  question,  "Can 
he  pay?"  Employment  often  answers  affirmatively,  "Can 
he  be  made  to  pay?'' 

What  applicant  owes. — Before  opening  an  account,  the 
credit  man  may  wish  to  know  in  exact  figures  what  the  appli- 
cant owes  in  instalment  and  other  obligations.  One  credit 
manager  declares,  'AVe  have  found  that  under  ordinary  cir- 
cumstances the  man  who  has  obligated  himself  to  pay  in  a 
year's  time  an  amount  in  excess  of  two  months'  salary — 
provided  it  is  in  addition  to  his  regular  current  expenses — is 
biting  off  more  than  he  can  chew." 

The  growing  use  of  industrial  loans  requires  the  credit 
man  to  make  frequent  decisions  involving  these.  The 
amount  of  a  loan  and  the  circumstances  surrounding  it  are 


THE  RISK  ANALYSIS  103 

guides.  The  fact  that  a  consumer  owes  money  to  an  indus- 
trial bank  or  loan  company  should  not  bar  him  from  credit, 
but  such  indebtedness  in  association  with  amounts  past  due 
to  a  number  of  creditors  raises  a  strong  presumption  that 
credit  should  be  declined. 

Can  he  pay? — Knowing  an  applicant's  income,  and  in  a 
general,  perhaps  a  specific,  way  what  his  expenses  and  spe- 
cial obligations  are,  a  practical  attitude  gives  the  answer  to 
this  question.  As  the  credit  applicant,  especially  if  involved, 
may  overestimate  income  and  conceal  important  obligations, 
the  credit  bureau  check-up  is  essential.  Trade  experience, 
showing  how  the  applicant  is  meeting  obligations  to  others, 
has  a  vital  bearing. 

The  credit  grantor  must  skirt  the  "front"  of  appearances 
and  arrive  at  those  facts  of  income  and  expenditure  which 
basically  determine  the  answer  to  the  question.  He  should 
know,  in  general  terms,  current  wages,  salaries,  and  business 
income  conditions  in  his  locality.  The  information  can  be 
acquired  piecemeal  in  numerous  ways.  What  a  good  car- 
penter earns,  or  bookkeeper,  or  shoe  foreman,  or  a  successful 
dentist,  or  lawyer,  or  doctor,  is  knowledge  which  the  credit 
man  will  use  repeatedly. 

He  should  be  also  well  informed  concerning  local  living 
costs.  If  the  applicant  is  a  renter,  the  address  should  tell 
the  credit  man  the  approximate  rental.  The  applicant  owns 
an  automobile.  How  much  of  an  expense,  apart  from  pay- 
ments, does  that  imply?  The  ap]:)licant  has  a  family  of  six; 
what  does  that  mean  in  food  and  clothing  expense? 

The  applicant's  statement  that  he  can  pay  is  not  enough. 
The  credit  man  should  be  able  to  analyze  income  and  ex- 
pense conditions  and  have,  on  the  average,  very  accurate 
judgment. 

The  paying  record. — Highest  credit  suggests  the  opinion 
held  of  the  applicant  by  others.  The  longer  the  period  of 
time  covered  by  experience,  the  more  valuable  it  is.    A  help- 
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ful  comparison  can  be  made  between  amount  past  due,  and 
total  amount  due.  If  past  due  accounts  are  in  trades  where 
lenient  terms  are  enforced,  they  have  not  necessarily  the 
signficance  they  would  have  where  payment  enforcement 
policies  are  strict.  A  comparison  of  manner  of  payment  with 
amount  of  credit  may  yield  significant  information.  A  con- 
dition showing  small  amounts  being  paid  promptly,  large 
amounts  slowly,  is  ordinarily  unfavorable. 

References  given  will  be  checked  against  the  credit  bureau 
report.  Has  applicant  given  small  accounts  paid  promptly, 
and  omitted  principal  accounts,  with  which  he  is  slow?  Pay- 
ing record  indicates  whether  paying  performance  trends  to 
the  better  or  declines. 

Care  will  be  exercised  in  attaching  proper  weight  to  re- 
ports of  slow^  payment  and  unsatisfactory  experience.  If 
most  concerns  report  prompt  payment,  and  an  exception 
says  slow,  the  deduction  is  possil^le  that  special  circum- 
stances surround  the  slow  account;  particularly,  a  dispute. 

Analysis  of  paying  record  largely  furnishes  answers  to 
the  questions,  "Will  he  pay?"  and  "When  will  he  pay?"  The 
combination  of  excellent  paying  record  with  instability  of 
income  is  possible,  but  in  practice  is  not  often  encountered. 
Accordingly,  by  deduction,  paying  record  contributes  infor- 
mation of  value  on  the  point.  "Can  he  pay?" 

Can  he  be  compelled  to  pay? — The  answer  is  found  in  the 
existence  or  other\\ise  of  assets  which  can  be  levied  on  by 
legal  process  for  i)ayment  of  the  account.  These  include, 
allowance  being  made  for  exemptions  which  apply,  real  and 
personal  property,  rents,  royalties,  wages,  etc. 

ICnforced  collections  are  ex|)cnslve,  and  sometimes  very 
uncertain.  Tn  extending  credit,  generally  speaking,  credit 
men  strive  very  carefull\'  to  avoid  them. 

However,  the  fact  that,  if  worst  comes,  the  store  can  un- 
doubtedly compel  the  customer  to  pay  is  of  basic  imj>ortance. 
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This  qualification,  even  though  enforced  collection  means 
some  loss  on  the  account,  reduces  the  hazard. 

Questionable  records  plausibly  explained. — Every  so  often 
an  applicant  with  a  ]M>or  credit  record  makes  "explanations." 

The  credit  man  \\eighs  these  A\'ith  an  open  mind.  Honest 
]-)eople  do  have  misfortunes.  Men  with  i)()or  credit  standing 
sometimes  are  regenerated. 

The  chances  are,  however,  that  the  credit  record  points 
out  the  right  course.  "Our  efforts  to  make  loans  success- 
fully to  ap])licants  who  have  questionable  credit  records, 
even  though  the  reasons  assigned  for  such  records  seem 
plausible,  have  resulted  disastrously  five  times  out  of  every 
six  cases,"  an  industrial  bank  declared;  remarking,  "This 
seems  to  indicate  that  the  record  usually  reflects  the  charac- 
ter of  the  applicant  accurately." 

Introduced  and  personally  recommended  applicants. — A 
common  problem  arises  when  a  customer,  perhaps  a  good 
one,  brings  in  a  friend  and  introduces  him,  "Jack  is  absolutely 
safe.    Treat  him  right !" 

There  is  an  implied  guaranty  in  such  introductions.  Some 
stores  do  not  accept  guaranty  accounts,  finding  that  average 
experience  is  highly  unsatisfactory.  The  credit  man  either 
(1)  explains  that  the  store  does  not  accept  guaranties,  and 
puts  it  up  to  the  customer  who  recommends  that  the  pur- 
chase be  charged  to  his  account;  or  (2)  requires  the  usual 
information  from  the  applicant  and  asks  him  to  wait  for  the 
merchandise  until  reference  information  is  at  hand. 

Some  stores  use  a  guaranty  form,  which  they  require  the 
friend  to  sign  ;  otherwise  they  hold  up  the  purchase  until  a 
regular  application  is  investigated  and  passed  on. 

The  old  customer  who  introduces  is  usually  of  more  im- 
portance to  the  store  than  the  business  he  brings  in.  A 
credit  man  can  explain  frankly  to  the  good  customer  that 
store  experience  is  that  of  all  guaranty  accounts  the  guar- 
antor has  to  pay  three-fourths.     He  can  explain  the  store 
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will  charge  purchases  to  the  old  customer  and  later  transfer 
to  the  new  customer,  if  investigation  justifies. 

Substandard  occupations  and  types. — ]Many  specialty 
stores  rate  nurses  very  low.  The  fact  that  address  and  posi- 
tion turnover  is  high  Avith  this  occu]~)ation  is  a  factor.  Man)- 
stores  feel  that  men  in  the  real  estate  business  should  be 
accepted  with  great  care.  Stock  and  automobile  salesmen 
are  in  relatively  low  repute  ;  so  also  are  musicians,  and  sales- 
men on  a  commission  basis. 

As  a  class,  doctors  are  slow  pay  everywhere.  Their  over- 
head is  high  in  proportion  to  earnings ;  they  have  social  posi- 
tion to  maintain ;  their  own  collections  are  on  a  very  unbusi- 
nesslike basis. 

An  industrial  bank  which  has  carefully  analyzed  its  experi- 
ence by  occu]:)ation  rates  as  those  to  whom  it  must  be  espe- 
cially careful  in  extending  loans,  ])arl)ers,  laundry  drivers, 
truck  drivers,  nurses,  painting  contractors. 

Men  and  women  in  unlawful  and  immoral  enterprises  are 
sul)standard  risks  as  a  class.  These  include  gamblers,  boot- 
leggers, prostitutes. 

Some  nationalities  and  races  are  regarded  as  substandard 
risks.     Negroes,  Mexicans,  East  Indians,  are  examples. 

The  individual  in  any  of  the  groups  mentioned  is  not,  of 
course,  necessarily  a  substandard  risk.  On  the  contrary,  he 
may  be  an  exceptionally  good  risk.  A  man's  occupation, 
profession  or  business,  or  his  color,  should  neither  bar  him 
from  credit  nor  render  him  eligible.  The  presumption  set  up 
may  be  important,  ho\\ever. 

Floaters. — Telltale  data  is  that  of  length  of  residence  at 
present  and  previous  addresses,  and  employment  record. 
There  are  exceptions  to  most  generalizations,  but  a  store  is 
usually  safe  in  assuming  that  an  ap])licant  A\ho  has  been 
"permanent"  for  several  years  will  continue  to  l)e  such — and 
that  the  man  whose  record  has  been  one  of  frequent  moves 
and  changes  may  persist  in  the  habit. 
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Liens. — The  mechanic's  lien  upon  Ijuiklings  and  other  im- 
provements, and  the  land  upon  which  they  are  situated,  tre- 
menduously  facilitates  extension  of  credit  by  building" 
material  dealers  in  particular,  l.andlord's  liens  give  a  lien 
upon  tenant's  property  for  rent.  Duration  of  liens,  who 
may  claim,  filing  or  recording  requirements,  and  other  par- 
ticulars vary  from  state  to  state. 

Commercial  accounts.^ — Jkisiness  concerns  have  many 
open  accounts  with  retailers,  in  addition  to  which  large  indi- 
vidual purchases  are  occasionally  made.  A  commercial  rating 
yields  information  which,  except  in  a  small  proportion  of 
cases,  permits  an  immediate  decision.  For  a  small  number, 
it  may  be  advisable  to  make  a  further  investigation  through 
the  credit  bureau.  The  financial  statement  is  the  basis  of 
mercantile  credit,  and  every  retail  credit  man  should 
familiarize  himself  with  the  general  principles  of  ratio  analy- 
sis. It  will  seldom  be  necessary,  however,  to  analyze  a  state- 
ment for  a  retail  open  account. 

If  the  amount  involved  is  high — as,  for  example,  when  an 
apartment  house  buys  complete  furnishings  or  a  contractor 
purchases  building  materials  for  a  home — the  sale  will  have 
special  scrutiny.  The  unsecured  open  account  will  be  aban- 
doned for  other  arrangements.  Conditional  sales,  mort- 
gages, leases,  liens,  guaranties  and  other  contract  forms 
are  resorted  to. 

The  credit  business  of  an  incorporated  concern  sometimes 
becomes  acceptable  only  as  one  of  the  owners,  financially 
responsible  himself,  personally  guarantees  the  account.  The 
repossession  risk  may  be  so  high  with  certain  types  of  enter- 
prises— newly  opened  restaurants,  hotels,  rooming  houses, 
for  example — that  such  instalment  credit  business  is  only 
acceptable  as  the  buyer  makes  a  high  down-payment  or  there 
is  other  special  provision. 

Handling  commercial  accounts,  the  credit  man  should  be 
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especially  careful  to  see  that  orders  are  signed,  and  contracts 
made,  by  duly  authorized  officials  of  the  company. 

Husband  and  wife  accounts. — In  many  stores,  a  majority 
(jf  the  charge  accounts  are  opened  b)'  wives.  Wives  buy  ex- 
tensively on  the  instalment  plan.  The  husband  is  usually, 
but  not  always,  responsible  for  his  wife's  obligations.  Some 
state  laws  make  a  distinction  based  on  the  nature  of  the 
purchase. 

One  large  credit  association  advises  members  to  open 
charge  accounts  in  the  husband's  name,  with  the  wife's  name 
appearing  as  an  authorized  i)urchaser.  To  avoid  any  ques- 
tion of  responsibility,  the  plan  can  be  recommended.  Some 
stores  open  accounts  for  married  couples  only  in  the  names 
of  both. 

An  acknowledgment  card  may  be  used  to  control  the  re- 
sponsibility problem.  The  wording  of  one  is  addressed  to 
the  store,  with  a  date  line  :  "In  consideration  of  your  extend- 
ing credit  to  me,  or  to  my  (husband)  (wife),  I  agree  to  pay 
any  sum  that  may  become  justly  due  on  such  account." 
Husband  or  wife,  as  the  case  may  be,  signs  this  and  returns 
it  to  the  store. 

Still  other  stores,  opening  an  account  with  the  wife,  notify 
the  husband. 

Some  instalment  houses  are  particular  to  make  contracts 
with  women  in  the  individual  manner,  as  Elsie  J.  Brown 
rather  than  Mrs.  Lewis  Brown.  This  is  to  facilitate  legal 
procedure  in  the  event  of  repossession. 

Minors. — How  far  the  store  need  go  in  observing  legal 
precautions  with  minors  l)ecomes  a  matter  of  individual 
judgment.  Stores  in  college  towns  frequently  extend  credit 
extensively  to  students,  many  of  them  minors,  and  have  very 
satisfactory  experience,  although  legally  the  stores  may  not 
be  in  a  position  to  collect. 

Some  stores  require  minors  to  buy  on  an  account  opened 
in  the  name  of  a  parmt.     'I'lu-  minor  is  sini])!y  an  authorized 
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purchaser.  Other  stores  require  a  minor  to  take  home  a 
guaranty  form  for  signature.  When  it  is  brought  back,  the 
store  verifies  the  signature  by  telephone,  considers  the  appli- 
cation and  guaranty  on  the  facts,  and  obtains  a  report  from 
the  credit  bureau. 

A  second  interview. — The  application  and  credit  bureau 
information  may  still  leave  a  doubtful  situation.  A  second 
interview  with  the  applicant  might  clear  up  uncertainties  or 
lead  to  a  special  arrangement  adequately  protecting  the 
store.  Accordingly,  the  credit  man  writes  or  telephones  the 
applicant,  requesting  him  to  call. 

The  credit  limit. — The  purpose  of  the  credit  limit  is  to 
restrict  a  customer's  obligation  within  a  figure  theoretically 
considered  safe.  This  figure  will  be,  by  inference,  one  within 
the  paying  ability  of  the  customer,  indicated  by  income,  ex- 
pense, and  obligation  conditions,  as  disclosed  either  speci- 
fically or  in  a  general  way  by  the  application  and  report. 
With  store  experience  the  limit  will  be  continued,  raised  or 
lowered. 

The  limit  may  be  enforced,  credit  stopping  as  it  is  reached, 
or  it  may  serve  principally  to  assure  a  new  examination  of 
circumstances  and  a  fresh  decision.  It  is  commonly  observed 
in  the  latter  function. 

The  most  common  limit  of  The  Lindner  Co.,  Cleveland, 
Ohio,  is  $100;  there  is  no  minimum  limit.  The  proportion 
of  unlimited  accounts  is  very  small. 

The  average  limit  of  Culbertson's,  Spokane,  Wash.,  is  $25. 

The  credit  limits  of  the  May  Co.,  Denver,  are  $25,  $50,  $75, 
$100,  $200,  $300,  $400.  and  $500.  The  largest  number  of 
customers  fall  in  the  $50  group;  the  next  largest  in  the  ^25; 
the  third  in  the  $100  grou]).  In  addition,  there  are  memo 
accounts. 

Harris  Department  Store  Co.,  Pittsburgh,  Pa.,  has  no  un- 
limited accounts.  Its  most  common  limit  is  $50;  its  mini- 
nunn  limit,  $25. 
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The  most  common  limits  of  ]\Iaurice  L.  Rothschild,  Chi- 
cago, are  $75-$100. 

The  lowest  and  most  common  limit  of  a  large  Western 
clothing  store  is  $50.  The  next  limit  is  $7S,  then  $100.  A 
fourth  group  of  accounts  is  unlimited;  a  fifth  group  consists 
of  guaranteed  and  other  special  attention  accounts. 

Bases  limit  on  bureau  report. — "All  our  applications  for 
credit  are  cleared  through  a  local  credit  bureau,"  explained 
R.  Johnston,  credit  manager,  S.  H.  Brake  Co.,  Berkeley. 
Calif.  "We  take  the  average  figure  of  the  customer's  other 
accounts  and  allow  him  the  highest  amount  he  has  met  in 
sixty  days.  We  have  several  hundred  student  accounts.  We 
place  a  limit  of  $15  to  $25  on  these,  where  there  is  no  pre- 
vious experience  with  other  stores.  Our  average  customers 
have  a  rating  of  $50." 

Money  ratings. — The  limit  system  of  one  department  store 
includes  money  ratings,  principally  $10,  $15,  $25,  and  $50, 
and  an  occasional  account  limit.  Finally,  there  is  a  "refer" 
rating. 

The  account  limit,  indicated  upon  the  ledger  sheet,  is  used 
only  for  a  rare  account.  The  money  ratings,  upon  the  au- 
thorization files,  are  instructions  permitting  the  authorizers, 
if  the  account  is  clear,  to  pass  a  purchase  double  the  rating. 

The  $25  rating  is  most  common.  A  wealthy  family  of 
good  paying  record  will  be  given  the  $50  rating.  Teachers, 
nurses,  and  other  occupational  groups  where  average  income 
levels  are  low.  are  given,  typically,  a  $10  rating. 

Hewitt's  credit  limit  methods. — "An  applicant  takes  up 
the  matter  of  credit  with  one  store,  and  on  the  basis  of  credit 
information  avai]al)le,  the  credit  department  places  a  limit, 
let  us  say,  of  $100.  Now.  if  on  ajjplication  to  three  other 
stores,  the  same  procedure  occurs,  the  customer  in  reality 
enjoys  a  $400  limit  instead  of  $100,"  declared  James  R.  Hew- 
itt, The  IIul).  Baltimore,  president  of  the  National  Retail 
Credit  Association. 
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"For  this  reason,  I  have  never  used  the  limit  except  to 
control  an  account  pending  its  establishment,  and  have  made 
it  a  practice,  after  a  customer  has  demonstrated  over  a  period 
of  six  months  or  more  that  he  is  not  likely  to  buy  more  than 
he  is  a1)le  to  pay,  to  make  the  account  unlimited,  which 
enables  the  authorization  department  to  function  much  more 
efficiently. 

"The  bookkeeping  department  is  instructed  to  report  all 
unlimited  accounts  when  the  balance  reaches  $200,  $300, 
$400,  $500,  or  over.  This  enables  the  credit  manager  to  keep 
a  reasonable  control  over  his  accounts." 

Time  limits. — The  general  policy  of  one  large  department 
store  is  to  place  a  time  limit  of  two  months  upon  new  ac- 
counts and  three  months  upon  old  accounts.  Except  as 
there  is  an  exceptional  qualifying  condition,  the  new  account 
which  is  sixty  days  past  due  is  closed  until  payment  has  been 
made ;  the  old  account  is  closed  when  ninety  days  past  due. 
There  is  frequent  deviation  from  this  general  policy,  how- 
ever. "Most  common"  time  limits  reported  by  department 
stores  to  the  authors  ranged  from  thirty  days  to  five  months. 

Instalment  credit  limits. — There  is  some  use  by  instalment 
stores  of  arbitrary  account  limits.  One  clothing  chain  limits 
new  accounts  to  $40,  and  old  accounts  with  which  experience 
has  been  good  to  $60. 

"Watch  the  add-ons!"  counseled  the  proprietor  of  an  in- 
stalment house.  "Treat  your  customers  so  they  repeat,  then 
keep  them  from  over-buying,  and  you  are  nine-tenths  of  the 
way  to  permanent  success." 

The  borderline  applicant;  accommodation  accounts.— 
What  operates  to  be  virtually  a  trial  account  is  variously 
adopted  for  borderline  applicants.  One  department  store 
has  an  "accommodation  account"  system.  The  credit  first 
extended  is  small,  commonly  no  more  than  $10.  Until  this 
is  satisfactorily  met,  no  further  credit  is  granted.     Out  of 
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these  accommodation  accounts  met  faithfully,  permanent 
charge  customers  develop. 

Another  store  uses  for  borderline  applicants  a  "refer" 
rating.  The  credit  manager  or  his  assistant  must  pass  on  the 
charge.  The  account  is  then  watched  with  extreme  care.  If 
performance  is  not  immediately  satisfactory,  the  account  is 
closed. 

The  "refer"  rating  may  be  in  combination  with  an  account 
limit  which  appears  on  the  ledger  sheet.  An  account,  for 
example,  must  not  under  any  circumstances  be  permitted  to 
exceed  $25,  or  other  set  amount. 

Safeguarding  credit  to  weak  risks, — The  skilled  credit  man 
does  not  see  how  little  credit  business  he  can  do,  but  how 
mtich,  and  one  measure  of  his  success  is  his  ability  to  take 
the  marginal  group  of  poor  credit  risks  and  develop  profit- 
able business  out  of  it. 

A  common  adaptation  of  terms  to  deficient  qualification  is 
shortening  of  credit  period.  Adaptation  is  sometimes  pos- 
sible in  party  in  whose  name  account  is  opened.  A  customer 
may  be  extended  credit  on  the  specific  understanding  that  he 
will  open  no  other  charge  accounts,  and  take  on  no  additional 
instalment  obligations,  except  after  full  consultation  with 
the  store. 

Accounts  when  oj)ened  may  be  marked  for  special  collec- 
tion attention;  others  are  marked  to  be  watched  for  factors 
of  changing  status,  such  as  employment. 

Special  measures  sometimes  used  to  make  poor  credit 
risks  acceptable  include  assignment  of  accounts  receivable, 
rents,  wages  to  be  earned  in  the  future  (legal  in  some  states, 
in  many  void)  ;  a  note  for  the  purchase  price,  carrying  an 
acceptable  co-maker  or  accommodation  endorser  signature; 
and  taking  of  collateral  security.  When  buyers  are  engaged 
in  a  business  with  daily  cash  receipts,  sellers  have  sometimes 
stii)ulated  daily  payments. 

The    possible    value   nf   wives   as   co-makers   must   not   be 


Till-:  RISK  ANALYSIS  113 

overlooked,  because  many  men.  in  themselves  poor  credit 
risks,  have  wives  who  are  entirely  good.  The  co-maker  note 
signed  by  a  wife  also  covers  the  man  who  has  property  of 
one  kind  or  another,  from  a  bank  account  to  real  estate  and 
automobile,  "in  his  wife's  name.'' 

Still  another  possibility  may  be  the  placing  in  trust  of  cer- 
tain of  the  buyer's  assets,  upon  the  understanding  that  as 
these  are  realized  upon  they  will  be  applied  to  the  obliga- 
tion.   Another,  and  quite  common  measure,  is  the  guaranty. 

For  a  class  of  customers  unable  to  meet  large  purchases 
on  the  thirty-day  basis,  some  stores — department  stores  in 
l)articular — work  out  time-])ayment  plans. 

Seven  guaranty  facts. — Writing  in  Butchers  and  Packers 
Gazette,  Chicago,  O.  H.  Brinkman,  attorney-at-law,  gave 
seven  points  for  efficient  use  of  guaranties : 

"Demand  for  payment  usually  must  be  made  first  on  the 
principal  debtor  before  proceeding  against  the  guarantor. 

"The  time  or  terms  of  settlement  should  not  be  changed 
without  the  guarantor's  written  consent ;  otherwise,  he  may 
be  released  from  liability. 

''Notice  of  default  usually  must  be  given  promptly  to  the 
guarantor. 

"The  guaranty  is  strictly  limited  by  its  terms  to  a  stipu- 
lated amount,  a  certain  purchase,  or  a  certain  period  of  time, 
and  any  increase  or  extension  should  be  in  writing. 

"In  many  places,  women  (either  single  or  married),  cor- 
porations, partners,  and  corporation  officers,  on  behalf  of 
the  company,  cannot  execute  binding  guaranties. 

"A  material  alteration  in  the  contract  giving  rise  to  the 
guaranty  (such  as  a  decided  change  in  the  quality,  quantity, 
or  type  of  goods  delivered),  without  the  knowledge  and  con- 
sent of  the  guarantor,  releases  him. 

"There  must  be  no  unreasonable  delay  in  trying  to  collect 
the  debt  from  the  original  debtor." 

A  credit  man's  analysis  of  typical  reports. — The  authors 
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present  with  deleted  names  a  number  of  credit  bureau  re- 
ports, with  brief  analysis  of  each. 

No.  1 ,  Owner ,  Co.. 

ANTECEDENTS : 

Subject  of  inquiry'  has  been  known  to  us  since  1914.  He  is  about 
50  years  of  age,  married ;  has  one  child  living  at  home,  dependent, 
and  two  children  who  are  grown  and  not  living  at  home. 

PROPERTY : 

Subject  and  his  wife  own  jointly  the  residence  at  Wando  St.. 
valued  at  approximately  $12,500,  and  clear.  This  property  has  stood 
in  their  name  since  March,  1916. 

WORTH : 

He  is  said  to  have  been  engaged  in  his  present  line  of  business 
for  the  last  12  years,  and  is  said  to  have  an  income  therefrom  of  be- 
tween $10,000  and  $12,000  per  annum,  and  to  be  worth  approxi- 
mately $40,000.  all  told. 

CHARACTER  AXD  REPUTATION: 

He  is  of  good  character  and  reputation;  no  records  of  suits,  mort- 
gages or  foreclosures.  The  Bank  states  they  have  known  him  for 
many  years ;  have  extended  to  him  a  line  of  credit  upwards  to 
$10,000.  unsecured,  but  he  has  never  used  it  beyond  $1,000  at  a  time, 
and  has  always  been  very  satisfactory.  His  commercial  account  with 
ihe  bank  is  very  satisfactory. 

TRADE : 

On  checking  the  local  trade,  we  find  subject  has  had  accounts 
with  six  of  our  large  department  stores.  These  accounts  have  been 
running  over  a  period  of  years,  credit  ranging  from  $5  low  to  $3,000 
high,  with  prompt  and  satisfactory  payments  in  every  instance.  A 
number  of  smaller  business  firms  in  the  city  have  had  the  account  oflf 
and  on  for  years,  with  very  ])r()in])t  and  .satisfactory  results. 

A  retail  credit  risk  of  the  "g;"ilt-eclge"  variety. 
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No.  2 Miss 

"We  have  been  unable  to  locate  this  party  as  having  resided  here. 
On  consulting  the  Sanitarium,  the  latter  reported  she  never  has  been 
there  either  as  a  patient  or  an  employee.  Her  name  does  not  a])pear 
in  our  City  directories  or  files.  If  you  can  furnish  us  with  refer- 
ences or  another  address,  we  will  be  glad  to  investigate  the  matter 
again.    We  are  returning  your  coupon." 

This  applicant  should  be  informed  she  is  not  known  to 
reference  given,  and  asked  for  further  references,  or  declined. 

No.  3 Miss 


"Subject  is  residing  in  this  City  for  the  benefit  of  her  health ; 

formerly  resided  at  the  Sanitarium.     Came  here  from 

Wis.,    and    has    been    here    since    May,    1926.      Information    from 

,  Wis.,  is  to  the  efifect  that  she  is  interested  with 

other  members  of  the  family  in  a  bakery  known  as  the 

Baker)'  Co.  Information  from ,  Wis.,  is  to  the  ef- 
fect that  she  has  an  income  sufficient  to  meet  her  needs,  that  obliga- 
tions there  were  taken  care  of  satisfactorily,  and  it  is  thought  that  she 
will  take  care  of  any  obligations  she  may  contract. 

"One  local  Dry  Goods  Co.  reports  charges  since  July,  1926,  as 
high  as  $300  paid  in  30  days.  Second  Dry  Goods  Co.  reports  charges 
as  high  as  S49  paid  in  30  days.  Furniture  Co.  reports  charges  as 
high  as  $83.50  paid  in  30  days." 

The  health  of  this  party  is  the  complicating  factor.  There 
is  reason  to  believe  the  woman  has  an  income  sufficient  to 
take  care  of  her  in  Colorado.  Her  paying  record  is  good. 
Extending  credit,  a  store  should  observe  the  customer's 
health  and  condition,  and  neither  allow  balance  to  get  high 
nor  payments  far  behind. 

No.  4 

"ANTECEDENTS : 

"Subject  is  a  single  man  and  has  resided  in  this  City  for  years. 
He  was  at  one  time  employed  as  a  life  insurance  agent,  also  salesman 
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for  the   Co.     Has  also  been  employed  as  an  auto- 
mobile salesman.    In  the  spring  of  1925,  subject  and 

purcliased  the  Chevrolet  Agency  which  was  known 

as    Inc.,  and  changed  the  name  of  the  concern  to 

the Inc.     In  September,  1926,  subject  is 

reported  as  having  purchased  the  interest  of   in  the 

concern  and  changed  the  name  to ,  Inc.   He  is  Presi- 
dent and  Treasurer  of  the  concern. 

"RESOURCES : 

"The  company  of  which  subject  is  President  is  incorporated  for 
S20,000.  It  represents  to  have  about  $16,000  paid  in.  It  represents 
its  fixtures  and  machinery  to  be  worth  about  $5,000,  and  carries  an 
average  stock  of  $15,000.  The  business  appears  to  be  successful  and 
subject  is  thought  to  receive  a  fair  income.  It  is  reported  that  a 
wealthy  man  in  this  city  financed  the  proposition,  but  we  have  been 
unable  to  verify  this. 

"TRADE  EXPERIENCE : 

"Some  years  ago  subject  was  quite  slow  in  the  payment  of  his  ac- 
counts. At  the  present  time,  Clothier  reports  selling  as  high  as  $150 
to  $200,  inclined  to  pay  on  account  and  usually  owing  a  balance. 
They,  however,  consider  him  good  and  continue  to  sell.  Second 
Clothier  reports  charges  as  high  as  $30  paid  in  30  days.  Third 
Qothier  reports  charges  as  high  as  $10  and  less  paid  in  30  days. 
Local  authorities  consulted  who  know  subject  state  they  believe  him 
honest  and  consider  he  can  take  care  of  any  ordinary  amount  of 
credit  in  a  satisfactory  manner.' 

This  report  warrants  an  ordinary  line  of  credit.  For  ex- 
tensive credit  it  should  be  determined  who  is  backing  the 
subject.  Subject's  character  and  reputation  seem  to  have 
been  good.  He  seems  to  have  prospered  in  a  satisfactory 
degree. 

No.  5.     Subject :   


age  about  45,  manifd.  witr's  name 

Room  2,  Delaware  l^)lock,   
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"AXTECEDEXTS: 

"Our  records  on  this  subject  go  back  to  1917,  when  he  came  here 
from  111.    There  have  been  several  periods  durin^;^  this  time  when  he 

has  gone  away  from and  worked  in  other  places,  but 

most  of  the  time  here  he  has  been  employed  as  a  freight  conductor 
and  an  engineer  by  the "Railroad  Company. 

"RESOURCES : 

"Subject  does  not  own  any  real  estate  in  this  county  and  his  only 
resources  so  far  as  we  are  able  to  learn  at  the  present  time  consist  of 
his  wages  as  an  engineer,  which  amount  to  about  $200  per  month. 
Subject  at  one  time  owned  a  nice  piece  of  property  here,  but  was 
forced  to  sell  it.  Several  years  ago  he  enjoyed  a  fair  rating,  but  has 
been  getting  slower  and  slower,  due,  it  is  reported  in  some  circles,  to 
domestic  difficulties  and  his  tendency  to  drink. 

"TRADE  EXPERIENCES : 

"Within  the  last  two  years,  we  have  had  five  collections  against 
this  subject  and  have  only  within  the  last  few  weeks  arranged  a  plan 
whereby  he  might  lx)rrow  some  money  and  clean  up  these  outstand- 
ings. At  the  same  time,  he  promised  not  to  open  any  new  accounts, 
as  he  is  obliged  to  pay  into  a  pooling  proposition  about  $50  a  month 
and  also  has  several  other  instalment  obligations. 

"Records  indicate  that  he  was  sued  by  a  Finance  Company  for 
$200. 

"One  Salary  Loan  Company  reports  he  is  past  due  with  it  on  a 
note. 

"One  ]\Iusic  Store  reports  it  had  to  repossess  a  radio  for  non- 
payment. 

"One  Dentist  reports  delinquent  for  $70." 

This  railroad  employee  is  apparently  either  not  earning- 
enough  for  his  needs,  or  spending  recklessly.  He  should  be 
refused  credit  until  he  has  rehabilitated  his  standing. 

The  tactful  rejection. — Most  stores  do  not  go  into  detail 
in  declining  accounts.  The  letter  sent  expresses  the  store's 
regret  that  it  cannot  open  an  account ;  there  are,  perhaps, 
modifications,  as,  "at  this  time,"  or,  "on  the  basis  of  infor- 
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mation  we  have  received."  Refusal  may  be  ascribed  to  "cir- 
cumstances/' or  "credit  department  policies,"  or  "Retail 
Credit  Association  rules."  The  declination  letter  is  usually 
a  form,  and  brief. 

The  practice  is  growing  of  referring  applicants  to  the  local 
credit  bureau.  "I  regret  it  very  much,"  the  credit  man  ex- 
plains, "but  the  information  we  have  received  is  not  satis- 
factory, and  we  cannot  open  the  account."  If  pressed  for 
explanation,  he  replies.  "The  credit  l)ureau  possesses  all  re- 
ports, and  we  would  be  glad  to  have  you  visit  it  and  talk  with 
the  manager." 

One  credit  man  reports  that  he  so  handles  interviews, 
discussing  application  facts,  that,  instead  of  the  store  declin- 
ing an  application,  the  customer  voluntarily  cancels  the 
order. 

In  general,  the  credit  man's  first  thought  in  rejecting  is  for 
the  applicant's  future  attitude  toward  the  store.  His  manner 
should  be  pleasant  and  tactful. 

"Twisting  the  sale." — Instalment  stores,  declining  an  ac- 
count, make  skilful  attempt  to  "twist"  the  sale.  Suppose 
there  is  a  possibility  the  applicant  may  later  obtain  employ- 
ment enabling  him  readily  to  handle  the  purchase.  It  is 
suggested  he  leave  his  deposit  and  the  merchandise,  "Hold 
till  paid,"  and  take  a  regular  receipt  book.  As  he  makes  pay- 
ments from  time  to  time,  they  will  be  credited.  When  the 
full  amount  has  been  ])aid,  the  merchandise  will  be  delivered. 

Notification  of  acceptance. — One  of  the  new  ideas  in  noti- 
fications is  a  formal  card  of  a  good  grade  of  white  stock, 
bearing  at  the  top  a  coat  of  arms.  The  raised  printing 
])rocess  used  for  the  message  in  blue  script  has  the  effect  of 
engraving.     The  card  is  reproduced. 

A  form  message,  sometimes  personally  typed,  sent  as  a 
letter,  is  the  prevailing  method  of  notification. 

The  letter  ordinarily  should  mention  charge  account 
terms.     This   can   be   done   without   undue   emphasis,    in   a 


THE  RISK  ANALYSIS  119 

single  brief  paragraph  in  body  of  letter,  followed  by  other 
matter  dealing  with  store  service.  The  reference  to  terms  is 
especially  needed  if  circumstances  surrounding  the  applica- 
tion were  such  that  thev  have  not  been  discussed  with  the 
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Fig.   16.     A   Notificatiox  Card  Usixg  the  Raised 
Printixg  Process.  4J/2  by  tiVz  Inches. 

customer.      Some    stores    in    notifying    enclose    educational 
Prompt  Pay  material. 

As  the  notification  of  acceptance  is  released  to  the  appli- 
cant, data  for  opened  account  goes  to  bookkeeping  depart- 
ment and  authorization  division,  credit  department  files  and 
mailing  room. 


CHAPTER  X 

CREDIT  OFFICE  EQUIPMENT  AND  SYSTEMS- 
BOOKKEEPING  METHODS 

CREDIT  and  general  offices  are  usually  located  together. 
This  condition  is  advantageous.  There  must  be  fre- 
quent credit  department  reference  to  bookkeeping  records. 

The  very  large  store  may  be  governed  by  other  circum- 
stances, and  we  find,  for  example,  credit  department  on  the 
second  floor  and  general  offices  on  the  top  floor.  When  a 
separation  exists,  facilities  for  rapid  communication  between 
the  two  departments  are  provided,  as  pneumatic  tubes  or 
telephones.  The  telautograph — an  electrical  device  provid- 
ing for  very  rapid  handwritten  exchange  of  information, 
without  a  customer's  knowledge — may  be  used.  What  is 
written  in  the  credit  office  appears  at  once  before  the  book- 
keeping department  employee  who  has  ready  access  to  the 
needed  information.  He  obtains  and  writes  it  for  electrical 
transmission  to  the  credit  office. 

It  is  found  that  the  credit  office,  because  of  the  traffic  it 
produces,  benefits  in  sales  the  departments  located  near  it. 

For  maximum  office  efficiency,  special  measures  are  neces- 
sary to  eliminate  noise.  In  this  mechanical  age,  office  rou- 
tine sets  many  machines  into  clattering  motion.  Construc- 
tion of  certain  offices  with  sound] )r()(jf  walls  and  the  segre- 
gation of  machine  oi)erati<>ns,  attack  llie  ])r()blem. 

Equipment  and  system  consideration. — In  deciding  credit 
(jffice  equipment,  speed  is  important  but  accuracy  comes  first. 
A  troop  of  factors  enter — installation  costs,  operating  costs, 
space   condition,    fire   protection,   i)ernianencc   and   legibility 
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of  records,  ease  of  operation.  General  suita1)ility  for  the 
specific  conditions  of  the  individual  stores  gives  the  answer. 

Credit  files  and  indexes. — The  number  of  files  and  indexes 
required  in  credit  routine  increases  rajudly  \\ith  the  size  of 
the  business. 

A  cabinet  file,  referred  to  variously  as  the  "information," 
"permanent"  or  "credit"  file,  brings  together  credit  applica- 
tion, credit  reports,  clippings,  correspondence,  etc.,  covering 
every  customer.  An  envelope  folder  with  index  data  on  ex- 
terior is  a  convenient  container. 

A  master  index  lists  alphabetically  all  accounts  which  have 
ever  been  on  the  store  books,  and  accounts  which  have  been 
refused.  A  pending,  or  new  account,  file  covers  accounts 
in  transition  from  application  to  ledger.  A  geographic  file 
cross-indexes  customers  by  street  address.  A  credit  custo- 
mer index  is  furnished  to  billers  who  refer  to  it,  for  example, 
when  there  is  no  active  ledger  sheet  for  a  name  appearing 
on  a  charge  slip. 

There  are  the  indispensable  authorizers'  files,  discussed  in 
a  later  chapter. 

Tickler  files  are  used  extensively  in  collection  follow-up. 

Condition  of  the  individual  office  must  govern  the  number 
and  nature  of  files  and  indexes.  The  compilation  and  main- 
tenance of  indexes  is  facilitated  by  systems  which  make  sev- 
eral needed  forms  at  one  operation.  For  indexing  rules,  the 
telephone  directory  is  a  good  model.  When  a  customer  has 
a  name  subject  to  several  spellings,  cross-indexing  may  be 
resorted  to. 

The  companies  specializing  in  ofifice  equipment  offer  files 
and  indexes  of  many  dififerent  types.  Holding  devices 
include  the  desk  rack,  wall  bracket,  switchboard  bracket, 
tube  rotary,  index  visible  rotary,  visible  vertical  rack,  cab- 
inet, tray.  Clever  methods  have  been  introduced  for  placing 
an  enormous  number  of  names,  with  data,  in  small  space, 
as  well  as  efficiency   for  production   of   index  slips.     With 
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Chaindex,  a  group  of  record  cards  are  caught  together  like 
a  chain,  interlocking.  A  twenty-drawer  cabinet  will  house 
12,000  five-line  cards,  22,000  two-line  cards,  or  44,000  one- 
line  cards. 

Speed,  speed,  and  then  again  speed,  is  developed  in  effi- 
cient file  and  index  equipment.  Consider  the  authorization 
files  of  a  Chicago  department  store  with  about  200,000  ac- 
counts. 

The  facts  about  any  individual  account  are  reached  by  a 
telephone  authorizer  in  approximately  two  seconds.  A 
glance,  and  the  operator  has  the  right  slide;  a  pull,  and  this 
is  before  her;  another  glance,  and  the  right  card  is  picked. 
Instantly,  color  signals  then  reveal  the  condition  of  account. 

When  installing  files  and  indexes,  ample  allowance  should 
be  made  for  future  expansion  of  alphal)etical  classifications. 

Signals. — Small  stores  make  ledgers  available  for  practical 
authorization  through  signals  attached  to  individual  ac- 
counts. If  there  is  no  signal,  the  account  is  clear.  Red  may 
mean  account  is  closed,  l)lue  that  charge  must  be  referred  to 
credit  manager,  orange  that  buying  restrictions  exist.  Sig- 
nals are  used  for  authorizers'  files  in  large  stores.  These  are 
of  various  sorts,  including  stickers  and  tabs. 

This  is  the  collection  signal  chart  of  Ferguson  Furniture 
House.  Memphis,  Tenn. : 

Half-inch,  with  hole — green,  weekly  account  due  date;  or- 
ange, bi-weekly  account  due  date  ;  purple,  monthly  account 
due  date. 

Half-inch,  plain,  red — back  balance  due;  before  accepting 
payment,  consult  report  of  investigator  in  information  file. 

One-inch,  with  hole,  blue — account  nearly  i)aid  out, 
handled  in  very  satisfactory  manner;  work  account  for  new 
business. 

Quarter-inch,  plain,  red — account  in  investigator's  hands. 

Half-inch,  black  and  while — repossess  goods  on  date  indi- 
cated. 
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Full-length,  orange — lost  account. 

Labor-saving  system  of  small  stores. — A  "credit  file"  is 
one  development  of  a  basic  principle  much  used  by  small 
stores  to  reduce  bookkeeping  labor.  The  file  is  alphabetical, 
visible,  and  has  two  sections.  The  first  section,  a  daily 
compartment,  receives  sales  slips  made  out  during  the  day. 
They  are  transferred  by  proprietor  or  manager  to  the  pro- 
tective second  section  of  file,  under  glass. 

The  sales  slip  has  a  space  for  amount  of  balance,  brought 
forward.  The  clerk,  making  a  duplicate  given  to  the  custo- 
mer, carries  the  account  forward,  making  a  new  total. 
Always,  thus,  the  total  due  to  date  is  shown.  The  prepara- 
tion of  statements  at  the  end  of  the  month  becomes  a  small 
detail. 

One  department  store's  routine. — Under  the  routine  of  one 
department  store,  charge  tickets  are  collected  at  frequent 
intervals  for  the  bookeeping  department.  The  ofifice  uses, 
for  sorting  and  numbering,  sixty-five  divisions  of  the  alpha- 
bet. First  sorted  roughly  by  alphabet,  the  tickets  are  then 
turned  over  to  other  girls  who  sort  with  exactness  and  place 
upon  each  the  customer's  account  number.  This  is  obtained 
by  consulting  an  alphabetical  customer  index.  Verifiers 
check  extensions  on  the  tickets. 

Next,  the  tickets  are  delivered  to  the  auditing  department. 
Here  a  special  card  for  tabulator  use  is  made  for  each  ticket. 
Holes  in  the  card  under  various  headings,  indicate  such  in- 
formation as  ticket  number,  clerk  number,  customer  num- 
ber, amount  of  sale,  date,  cashier,  department.  The  sales 
tickets  are  then  returned  to  the  bookkeeping  department, 
and  the  task  of  posting  and  billing  gets  under  way. 

Three  posting  and  billing  systems. — Three  systems  are  in 
general  use  for  posting  accounts  to  ledger  and  making  cus- 
tomers' statements.  One  of  these,  through  use  of  one  of 
various  machines,  combines  posting  and  billing  operations. 
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and  the  making-  of  proof.  A  second,  the  dual  system,  makes 
posting  to  ledger  one  operation  and  billing  another. 

With  the  split  platen  method,  one  set-up  of  figures  on  key- 
board prints  all  amounts,  on  ledger  and  statement,  each  an 
original.  Line  proof  is  used  in  some  split  platen  systems, 
cumulative  proof  in  others. 

Which  of  these  three  systems  is  best  for  the  individual 
store?  Circumstances  probably  provide  the  answer.  Each 
system  is  supported  by  big,  progressive,  successful  stores. 

The  argument  that  unit  methods  necessarily  save  time  and 
expense  is  met  with  facts  of  working  arrangements  for  the 
dual  system  for  which  accomplishment  matching  the  former 
is  claimed. 

The  argument  that,  providing  control  not  found  with 
unit  routine,  the  dual  system  is  associated  with  fewer 
and  less  expensive  mistakes,  is  answered  by  stores  which 
claim  their  experience  proves  otherwise.  It  is  claimed  for 
split  platen  that  it  has  advantages  of  both  the  other  systems. 

Posting  and  billing  performance  data. — From  reports  of 
the  Burrt)ughs  Adding  Alachine  Co.,  figures  of  posting  and 
billing  ])erformance  are  offered. 

Dual  plan.  (1)  A  daily  average,  ledgers,  of  900  charge 
tickets  plus  cash  and  merchandise  credits  and  journals,  per 
operator.  Statements — 1,200  lines  to  1,700  lines  per  experi- 
enced operator  f(^r  normal  days,  reasonable  averages  Christ- 
mas and  special  sales,  all  billers,  1.500  lines  to  800  to  1,000 
accounts. 

This  store,  P^amous  &  Barr,  St.  Louis,  does  not  extend 
balances  while  posting  ledgers.  After  the  17th  or  18th  of  the 
month,  a  trial  balance  of  the  accounts  receivalde  ledger  is 
taken. 

(2)  To  ledger,  per  operator,  650  daily  average,  1,400  daily 
peak  capacity. 

To  stalements,  per  operator,  1,200  lines  average  daily, 
2,000  ])eak  daily  riMpiiiH-meiit.     (  I'urdiiie's,  Inc..  Miami,  b"la.) 
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Split  platen.  Three  hundred  tickets  per  day  to  over  100 
per  hour,  depending  on  volume  of  stuffing,  listing  and  prov- 
ing, etc.,  done  by  operator.  Figures  of  the  Neusteter  Co., 
Denver,  750  tickets  average  daily  per  operator. 

Unit.  Four  operators  handled  daily  about  3.400  charge 
tickets,  better  than  6,800  lines;  400  to  600  cash  credits;  100 
to  200  return  credits.     Itemized  ledger  and  itemized  state- 
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Fig.  17.  Lf.dgf.r  Card  df  Hexry  C.  Lyttox  &  Sons,  Chicago, 
FOR  Deferred  Payment  Accounts.  Ledger  and  Customers' 
Receipt  Bo<^)K  are  Posted  at  One  Operation  on  National 
Posting  Machine. 
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ment  and  proof  sheet.      (Kerr  Dry  Goods   Co.,  Oklahoma 
City,  Okla.) 

Posting  system  for  instalment  accounts  receivable. — A  Na- 
tional Posting  Machine  is  so  constructed  that  it  will  accumu- 
late thirteen  totals.  Nine  of  these  are  for  different  kinds 
of  transactions.  There  is  provision  for  totals  of  debit  and 
credit  balances  throughout  the  day.  Two  totals  are  for 
cash  handled  by  each  of  two  cashiers. 

With  the  machine  as  a  basis,  a  very  efficient  system  for 
handling  instalment  accounts  has  been  constructed.  The 
records  used  are  a  ledger  card,  a  customer's  receipt  card,  and 
an  audit  sheet,  all  posted  mechanically  at  one  operation.  The 
ledger  card  is  8ys  in.  x  6  in.,  of  a  distinctive  color  to  distin- 
guish it  from  charge  accounts.  The  receipt  card  is  6}i  in.  x 
5  in.  Ledger  cards  are  each  given  a  number,  and  are  filed 
numerically. 

As  each  transaction  is  posted  direct  to  the  customer's  ac- 
count, a  record  being  made  upon  the  receipt  card  at  the  same 
time,  balances  are  extended  automatically  after  each  entry. 
Postings,  besides  being  identified  by  symbols,  are  dated. 

An  audit  sheet  locked  within  the  machine  produces  a  com- 
l)lete  record  of  the  day's  postings. 

Certified  by  an  Upper  Printer,  a  number  of  vouchers, 
printed  on  stock  of  various  colors,  are  used — cash  refund  and 
paid  out,  debit,  correction,  credit,  open  account  receipt, 
transfer-debit.  These  vouchers  are  certified  at  the  time  the 
record  is  posted  to  the  ledger  card  and  to  customer's  receipt. 

A  daily  statement  of  business  is  set  up,  showing  outstand- 
ings yesterday,  charge  sales  to-day,  instalment  sales  to-day, 
miscellaneous  debits,  and  totals.  Receipts  are  classified  as 
payments  and  received  on  account.  Miscellaneous  credits 
are  developed,  total  credits,  and  outstanding  total.  There 
arc  particulars  of  cash  received,  petty  cash  fund,  cashier 
record. 

Tin.'  routine  of  oik-  larire  (liicatro  store  based  on  this  ma- 


CRI'.DI'r  OFFTCK  KQUiriMl'X  T  127 

chine  handles  a  customer's  payment,  posting  to  ledger  and 
to  receipt  book,  in  ten  to  fifteen  seconds. 

Complete  system  for  deferred  payment  accounts — operat- 
ing forms. — The  common  operating"  forms  of  instalment 
credit  are  the  sales  ticket,  the  instalment  instrument  (condi- 
tional sale  contract,  lease,  or  chattel  mortgage),  release 
forms  (authorizing  delivery  of  goods  held  temporarily),  cus- 
tomer's receipt,  cashier's  record  of  receipts  credit  memo, 
complaint  memo.  Kardex  Standard  Systems  of  Control  for 
Retail  Stores,  No.  120,  describes  a  complete  system  based  on 
these. 

The  sales  ticket,  or  original  record  of  sale,  is  made  out  in 
triplicate  or  quadruplicate.  The  duplicate  copy  is  signed 
by  the  customer  when  goods  are  delivered;  the  triplicate  is 
used  by  bookkeeping  department  for  cost-finding,  stock  rec- 
ords, and  other  routine.  The  duplicate  is  filed  in  customer's 
alphabetical  folder,  while  original  and  triplicate  copies  are 
filed,  respectively,  in  binders  by  day  or  month.  The  quad- 
ruplicate copy  is  for  the  customer. 

Color  of  stock  distinguishes  the  various  copies.  The  orig- 
inal copy  may  well  include  provision  for  credit  information. 
Upon  it  will  be  payment  data,  besides  merchandise  details. 
The  uses  to  which  individual  copies  will  be  put  may  suggest 
omission  from  some  of  information  incorporated  on  others. 

The  sales  instrument  is  made  in  triplicate  or  quadrupli- 
cate. A  duplicate  copy  is  filed  in  customer's  alphabetical 
folder;  the  original  copy  is  filed,  numerically,  in  a  fire-proof 
vault  or  Safe-cabinet.  Filing  with  county  clerk  is  required 
in  many  jurisdictions  to  retain  for  the  seller  full  replevin 
rights.  If  a  quadruplicate  is  used,  it  is  supplied  the  cus- 
tomer. 

Nearly  all  instalment  houses  use  receipt  books  or  folders, 
of  durable  manufacture  and  of  a  size  to  fit  pocket  or  purse. 
Pavments  are  entered  as  received,  and  the  book  returned  to 
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the  customer.  Temporary  receipts  are  given  when  customer 
does  not  have  book. 

There  is  still  some  use  of  receipt  slips.  These  are  made  in 
tri])licate,  the  customer  receiving  the  original,  duplicate 
being  used  to  post  ledger  record,  and  a  triplicate  employed 
l)y  accounting  department  in  balancing  cash.  The  cash  book 
is  made  up  of  customer  receipt  slips,  in  triplicate.  The  tripli- 
cate copy  remains  in  the  book. 

The  cashier's  record  of  receipts  is  usually  made  with  a 
large  cash  sheet  containing  columns  for  name  and  address  of 
customer,  account  number,  amount  paid,  and  remarks.  The 
sheet  is  balanced  at  the  end  of  the  day  with  cash  on  hand. 

Both  credit  and  complaint  memos  should  be  in  triplicate. 
With  the  former,  the  original  is  used  in  posting  to  the  ledger 
account.  The  duplicate  goes  to  the  receiving  department, 
authorizing  it  to  accept  returned  goods.  The  triplicate  copy 
is  available  for  use  by  accounting  department.  Filing  of  all 
copies  may  be  in  customer's  folder. 

Ledger. — The  ledger,  which  may  be  either  hand-posted  or 
machine,  comprises  credit,  master  ledger,  and  collector's 
cards.  The  credit  card  carries  full  credit  information  con- 
cerning the  customer,  developed  by  the  application  and  in- 
vestigation, plus  record  of  purchases,  date,  contract  number, 
amount.  This  is  placed  on  the  back  of  a  card  pocket.  On 
the  opposite  side  is  the  master  ledger  card.  Upon  the  visible 
])ortion  are  tvj^ed  the  account  number,  amount,  name,  ad- 
dress. Filing  is  in  trays  by  alphabetical  or  numerical  se- 
quence. The  card  has  the  usual  column  j^rovision  for  date 
and  amount  of  payment,  arrears,  balance,  and — important — 
space  for  letters  and  remarks.  I'y  using  both  sides  of  the 
card,  there  is  ample  space  for  any  ordinary  instalment  ac- 
count— enough,  in  fact,  for  weekly  payments  over  a  ]ieriod 
of  fifteen  months. 

A    third  card   in    the   pocket   is   the  collector's  card.      It   is 
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identical  with  the  master  ledger  card  and  is  posted  at  one 
operation  with  the  master  ledger  card. 

When  it  is  necessary  for  the  collector  to  make  a  call,  the 
collector's  card  is  lifted  from  the  pocket  and  placed  in  the 
collector's  file.  The  card  is  always  up-to-date,  showing  con- 
dition of  the  account  lifted.  The  employee  makes  notation 
upon  the  master  ledger  card  of  collector  and  date — a  pre- 
caution should  need  arise  to  locate  the  card  at  once. 
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Fig.  18.    Receipt  Form  of  Henry  C.  Lytton  &  Sons  ;  a  Stiif 
Card  which  Folds  Once  for  Convenient  Pocket  Use. 
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The  credit  card,  master  ledger  card,  and  collector's  card, 
place  together  the  essential  information  concerning  each  ac- 
count, and  make  it  available  in  very  quick  time. 

Visible  scale  for  collection  control. — Upon  the  lower  mar- 
gin of  the  master  card  is  a  visible  scale  for  collection  control. 
Here  each  month  is  divided  into  four  periods,  regarded  as 
weeks,  ending  on  the  7th,  14th,  21st,  and  30th.  A  series  of 
signals,  readily  manipulated,  show  instantly  the  collection 
status  of  the  account. 

Analysis  is  in  the  hands  of  a  trained  employee  who  ex- 
amines all  accounts  at  regular  intervals.  Some  instalment 
stores  go  over  all  accounts  once  in  four  days ;  many,  once  a 
week.  Speed  of  analysis  is  increased  when  reference  is  only 
to  accounts  whose  signals  show  delinquency.  One  trained 
analyzer,  it  is  declared,  can  cover  10,000  accounts  once  a 
week. 

Under  the  system  described,  customers'  purchases  are 
posted  to  customers'  ledger  from  the  sales  instrument  or 
original  sales  ticket.  Credits  are  posted  directly  from  the 
cashier's  record  of  receipts. 

Ledger  form  features. — Ledger  forms  for  accounts  receiv- 
able are  found  in  great  variety.  The  individual  store's 
ledger  should  be  fitted  to  its  trade,  mechanical  equipment, 
and  customer  group. 

In  instalment  trades,  combination  of  credit  application  in- 
formation with  detail  of  sale,  and  provision  for  entry  of  pay- 
ments and  record  of  collection  effort,  is  very  common.  A 
piano  store's  card,  because  of  the  long  ])ayment  period,  re- 
quires a  large  amount  of  space  for  the  ])ayment  record.  The 
combination  of  credit  application,  ledger,  and  conditional 
sales  instrument  has  been  made  with  use  of  both  sides  of  a 
single  card.  There  is  fre([uentl\'  provision  u])on  ledger  cards 
for  address  changes — some  stores,  in  the  furniture  and  music 
lines,  providing  space  for  as  many  as  four  changes. 

The  record  for  collection  effort  is  provided  for  on  some 
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cards  simply  by  a  "remarks  and  letters"  column,  and  on 
others  by  special  diagrams.  One  such  has  a  date  column, 
then  columns  for  any  one  of  seven  different  letters  commonly 
used.  A  credit  jeweler's  card  is  observed  showing",  after  the 
entry  of  each  article,  the  cost,  amount,  total,  and  terms. 

Return  envelope  payment  notice. — The  payment  notice  of 
a  large  department  store  is  printed  upon  the  flap  of  a  return, 
addressed  envelope.  An  addressograph  plate,  put  to  other 
credit  department  uses,  imprints  this.  Within  each  mer- 
chandise classification,  plates  are  filed  alphabetically  by  day 
or  month  due.  They  are  run  through,  imprinting  the  return 
envelope,  five  days  in  advance  of  the  due  date.  The  return 
envelope  fits  into  a  window  envelope. 

Fast,  accurate  work  needed. — The  importance  of  accuracy 
in  handling  customers'  accounts  is  obvious.  The  closer  post- 
ing can  be  kept  to  the  actual  condition  of  purchases  and 
payments,  the  more  accurate  can  be  credit  and  collection 
routine  and  the  fewer  the  cases  when  a  customer  is  given 
collection  treatment  after  he  has  paid. 

The  prompt  production  and  mailing  of  statements  is  so 
important  that,  if  necessary,  special  arrangements  should  be 
made  to  assure  it  each  month.  One  large  department  store 
employs  thirty-five  to  forty  girls  from  a  local  business  col- 
lege on  the  last  afternoon  of  the  month.  Statements  are 
folded  by  machine.  Machines  for  sealing  and  stamping  envel- 
opes are  used.  Statements  invariably  reach  customers  the 
first  day  of  the  month,  except  when  this  falls  upon  a  Sunday 
or  holiday. 

Handling  payment  checks. — As  the  mail  of  one  large  com- 
l)any  is  oi^encd  and  sorted,  all  letters  containing  checks  are 
segregated.  For  those  not  accompanied  by  statement  stub, 
a  special  form  is  ])repare(l  before  the  check  is  referred  to  the 
bookkee])ing  department.  This  form  routine  affords  pro- 
tection in  the  event  of  dispute.  A  small  percentage  of  all 
checks — running  al)out  2% — is  found  improperly  made  out. 


132  RETAIL  CREDIT  PR.\CTICE 

These  lack  signature,  or  amount,  or  name  of  company.  This 
company's  system  is  to  refer  these  to  a  collector,  who  calls 
upon  the  customer  and  has  the  defect  remedied.  Some 
stores,  in  the  same  situation,  deposit  the  checks,  supplying 
the  signature,  amount,  or  payee,  which  they  guarantee. 


CHAPTER  XI 

SUCCESSFUL  AUTHORTZATTON  METHODS 

TiiE  objective  of  the  authorization  routine  is  the  same  no 
matter  where  we  find  it,  country  store  or  giant  city 
emporium.  The  purpose  is  to  pass  on  customers,  for  credit 
purposes,  with  high  accuracy  and  speed. 

It  is  a  fact  that  in  some  department  stores  for  days  at  a 
time  the  average  time  consumed  for  authorization  is  less  than 
one  minute  for  each  charge.  Under  the  electric  system,  some 
stores  have  reported  an  average  below  twenty  seconds. 

The  limit  system. — The  modern  store  sets  up  a  system  of 
limits  wdiich,  in  combination  with  accurate  files,  enables  a 
swift  authorization  decision  to  be  made  on  nearly  all  pur- 
chases. The  system  takes  advantage  of  the  principle  of 
averages.  It  incurs  risks  as,  but  only  as,  average  experience 
shows  it  is  safe  to  do  so. 

The  process  of  saving  the  customer's  time,  besides  authori- 
zation labor,  begins  in  some  stores  with  the  salespeople,  who 
are  permitted  to  deliver  charge-take  purchases  up  to  a  low 
limit  without  authorization  from  credit  department.  This 
limit  is  set  higher  in  some  cases  where  identification  coins 
are  used. 

Floormen  are  given  some  authority  to  O.K.  charge-take 
purchases  in  small  amounts.  Authorizers,  upon  whom  the 
scrutinizing  functions  principally  fall,  follow  files  upon  which 
is  limit  and  other  governing  information  for  the  individual 
customer.  Authorization  limits  establish  the  maximum  pur- 
chase which  can  be  passed  on  an  account  without  referring 
it. 

133 
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A  survey  among  typical  stores  reveals  great  variation  in 
authorization  systems.  Thus,  the  Montgomery  Fair,  depart- 
ment store,  Montgomery,  Ala.,  reported  that  both  sales- 
people and  floormen  are  permitted  to  O.K.  charge-take  pur- 
chases up  to  $2.00.  All  other  purchases  are  referred  to 
credit  department  for  O.K.  Gilchrist  Company,  Boston, 
Mass.,  permits  salespeople  to  deliver  charge-take  purchases 
to  $2.00,  floormen  to  O.K.  up  to  $5,  while  authorizers  pass 
charges  up  to  $25  without  referring.  Lamson  &  Hubbard 
Company,  Boston,  does  not  permit  either  salespeople  or 
floormen  to  deliver  charge-take  purchases  without  authori- 
zation from  office. 

The  May  Co.,  Denver,  permits  authorizers  to  pass,  if 
account  is  clear,  to  $10.  Refer  authorizers,  working  directly 
from  the  ledgers,  pass  on  purchases  to  $50,  credit  manager 
or  assistant  on  higher  amounts. 

L.  S.  Donaldson  &  Company,  Minneapolis,  allows  floor- 
men  to  O.K.  up  to  $5.  Authorizing  files  show  different 
am(nmts,  $5  to  $25,  which  authorizers  can  O.K.  without  re- 
ferring to  credit  department. 

Stecker,  Inc.,  Philadelphia,  allows  floormen  to  O.K. 
charge-takes  up  to  $5.  All  charge-take  purchases  at  the 
Boston  Store,  Phoenix,  Arizona,  must  be  O.K'd  by  credit 
department. 

Lit  Bros.,  Philadelphia,  using  the  coin  system,  allows  sales- 
people to  deliver  charge-take  ])urchases  up  to  $25,  if  coin  is 
presented  and  customer  is  not  on  "stop  sheet."  If  purchase 
is  made  without  coin,  floorman  must  establish  identity  of 
customer,  then  secure  authorization  from  credit  office  if 
purchase  exceeds  $10. 

At  the  City  of  Paris,  department  store,  San  Francisco, 
fh^nrmen  can  O.K.  charge-takes  to  $5.  Authorizers  O.K.  to 
$25,  except  for  accounts  which  have  imlimited  credit.  "There 
is  no  deliverv  of  merchandise  in  anv  amount,  whether  it  is 
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charge-take  or  charge-send,  without  the  credit  office  authori- 
zation," reported  the  Jones  Stores  Co.,  Kansas  City. 

Authorization  in  very  large  stores  is  sometimes  decentral- 
ized, duplicate  files  being  established  at  several  points  in  the 
stores. 

Authorization  file  information. — Ordinarily,  the  authoriza- 
tion file  card  carries  skeletonized  information  only — custom- 
er's name  and  address,  authorized  buyers,  and  limit  and 
other  special  information  relating  to  the  account.  Thus, 
"STOP"  closes  the  account  to  further  purchases;  "R"  is 
"Refer."  Another  notation  may  require  that  customer's 
signature  to  sales  slip  be  obtained.  In  place  of  notations 
upon  cards,  colored  signals  or  numerals  are  sometimes  used. 

In  another  development  of  authorization  routine,  the  cus- 
tomer's original  credit  application,  with  information  received 
from  credit  bureau,  is  before  the  authorizer.  All  this  is  on  a 
small  filing  card. 

There  is  common  establishment  of  a  duplicate  authoriza- 
tion file  carrying  condensed  authorization  information  in 
delivery  department  for  charge-send  use. 

Among  small  stores,  authorization  is  usually  directly  from 
the  ledger.  However,  a  clothing  store  in  the  half-million-a- 
year  class  reported  this  routine.  "Refer"  authorization  com- 
monly involves  reference  to  ledger. 

One  of  the  recent  developments  of  Remington  Rand  Busi- 
ness Service,  Inc.,  in  authorization  files,  accomplishing 
revolutionary  economy  of  space,  is  combination  of  the 
Chaindex  visible  file  and  panel  principles  with  the  tray. 
On  panels,  vertically  filed,  are  the  authorization  slips  in 
chains,  margin  of  the  topmost  indexing  for  each  panel.  A 
single  tray  has  a  maximum  capacity  of  11,000  four-line  cards. 
The  system  has  special  appeal  to  those  stores  desiring  to 
maintain  several  duplicate  files,  and  obvious  general  benefits. 

The  addressograph  is  used  with  economy  in  producing 
upon  credit  authorization  forms — of  ^\•l^ich  there  will  be  sev- 
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eral  for  each  customer, — name,  address,  folio,  and  credit 
rating  information.  Changes  are  accompHshed  readily  by- 
use  of  the  machine.     Special  attachments  facilitate. 

A  concealed  file  for  salesmen. — Concealed  from  public 
view,  near  the  wrapping  counter  situated  in  the  rear  of  the 
store,  a  retail  shoe  company  with  7.000  active  charge  ac- 
counts has  established  a  rotary  visil)le  index.  "Charge  it," 
requests  the  customer.  Taking  the  shoes  to  the  wrapping 
counter,  the  salesman,  without  the  customer's  knowledge 
and  with  practically  no  interruption  to  service,  glances  at  the 
customer's  name  in  the  file.  If  it  carries  no  signal,  the  sales- 
man wraps  the  package  and  hands  it  to  the  customer.  A  red 
signal  means,  "Refer  to  office."  A  green  signal  means  that 
the  customer  responsible  for  the  account  has  ordered  that 
no  goods  be  charged  to  it  without  his  order. 

Combination  sales-and-credit  data  file. — A  Nebraska  coal 
company  combines  authorization  and  sales  record  informa- 
tion in  a  card  index.  The  left  to  right  columns  provide  for 
date,  pounds,  time,  per  ton,  total,  delivery,  terms,  ticket 
number,  and  miscellaneous.  A  credit  rating  appears  on  the 
card  in  upper  right  corner.  As  a  customer  telephones  for 
coal,  reference  to  the  file  immediately  establishes  what  kind 
of  coal  the  customer  uses,  delivery  information,  and  credit 
standing. 

Centralized  authorization  for  chain  stores. — Horder's, 
Chicago,  a  chain  of  ten  stationery  stores,  has  a  central  credit 
office  for  all.  To  this  arc  sent  at  once  all  aj^plications  taken 
at  individual  stores.  .\  master  visiljle  inde.x  file  and  a  numer- 
ical credit  information  file  are  maintained  here.  Upon  the 
opening  (;f  a  new  accDunt,  as  cud  is  |)repared  for  master  in- 
dex, ten  copies  are  made — one  for  each  of  the  stores,  each  of 
which  has  a  (lui)licate  visi])le  index  file.  A  special  credit 
messenger  visits  each  store  daily,  inserting  new  cards,  mak- 
ing changes  in  old. 

One  signal  instructs  the  store  salesman   to  telephone  the 
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N_        54501  INSTRUCTIONS  Date. 


F«~  m-j-a-xK 


Name Folio  _ 

Address       Limit 


Received  by:     mail person       _ _repr phone Taken  bj'. 

Instructions  of:     self  „husb __wife 


Change  of  Address;     new temp'y summer winter__ until . 

Change  of  Name  to ^ : 


Reason. signed  approval  of  Credit  Manager. 

Restriction  of  Customer.     Written  Order  Required  of  (Self)  (Husband)  (Wife) 

!_on  takens  and  sends  unless  delivered  to  residence 

(Not)  Authorized  to  Charge. _ — . 


Withdraw  Account  by  Request  of  (self)  (husband)  (wife)^ 

Reason signed  approval  of  Credit  Manager. 

Re-open  Account  by  Request  of  (self)  (husband)  (wife)  ( ) 

Restriction  by  Credit  Dept.: 


Restriction.  Removed  by  Credit  Dept.:.. 


.Signed  approval  of  Credit  Manager_ 


.Signed  approval  of  Credit  Manager- 


Miscellaneous. 


NOTED  by  — 

1.  Credit  Dept.  on  index on  credit  inf Signattfre_ 

2.  Tube  Room  on  index Signature- 

3.  Send  Authorizer  on  index Signatnri— 

4.  Bookkeeper  on  ledger bill index Signatnre- 

5.  Addressograph  on  plate. on  index Signature- 


All  letters  resulting  in  instructions  must  be  attached  with  instructions  to  credit  information. 

Fig.   19.     The    Ixstructions   Form,   for   Credit    Account   Changes,    of 
Franklin  Si.mon  &  Co.,  New  York  City. 

central  office  before  delivering  a  charge  in  excess  of  an  indi- 
cated amount.  Special  signals  cover  billing  instructions, 
signed  order  requirements,  and  the  like.  Customers  can  buy 
in  any  store  they  wish.  Total  number  of  accounts  is  about 
15,000.  The  charge  percentage,  which  increases,  is  60%. 
(Chain  Store  Age,  April,  1928,  p.  22.) 
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Charge  account  instructions. — Authorization  files  must 
have  down-to-the-minute  accuracy.  A  form  employed  by 
Franklin  Simon  &  Co.,  New  York,  for  charge  account  in- 
structions, is  reproduced.  This  store  has  several  hundred 
thousand  active  accounts. 

"These  forms  are  numbered,"  Walter  E.  Baab,  credit  man- 
ager, explained,  "and  a  duplicate  copy  is  held  at  the  point  of 
origin,  and  checked  at  definite  intervals  to  see  that  the  orig- 
inal has  been  returned  and  signed  by  the  divisional  clerk, 
indicating  that  the  record  has  been  changed  as  instructed. 

"This  form  covers  practically  all  changes  that  may  be 
required.  Where  special  or  intricate  instructions  are  neces- 
sary, an  individual  memorandum  is  sent  to  the  section  heads 
of  our  three  authorization  departments,  which  is  kept  on  file 
continually  for  reference,  when  charges  are  presented." 

Identification. — Charge-take  purchases  require  identifica- 
tion of  customer.  Numbered  customer  coins  have  been 
extensively  used.  Placed  upon  the  sales  ticket  the  coin  num- 
ber permits  comparison  with  authorization  file  data  of  the 
name.  When  an  account  is  suspended  or  closed,  the  coin 
number  and  customer  are  put  before  all  floormen  and,  per- 
haps, sales  employees.  Some  stores  use  bulletin  sheets; 
some  maintain  a  card  file  in  each  department. 

Registered  charge-privilege  cards  are  another  identifica- 
tion method.  Some  stores  require  the  customer  on  charge- 
take  sales  to  sign  the  sales  check.  The  authorizer  compares 
buyer's  signature  with  the  signature  on  the  file  card. 

Identification  often  is  delegated  to  the  floormen,  subject 
to  limitations.  If  in  doubt,  they  are  expected  to  require 
identification  material,  some  of  which  every  one  normally 
has. 

In  practice,  identification  frequently  becomes  a  matter  of 
judgment.  Customers  lose  coins,  have  inade(|uate  identifica- 
tion malcrial,  arc  not  remenil)(.'rt'd.     The  impression  the  cus- 
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tomer  makes  determines  in  a  great  many  cases  whether  the 
store  will  take  a  small  risk  immediately  and  graciously. 

Personnel  greatest  factor  in  authorization. — "There  is  one 
point  I  feel  sure  we  can  all  agree  upon,"  C.  A.  Garties,  con- 
troller of  Rike-Kumler  Co.,  Dayton,  Ohio,  declared  before 
the  Controllers'  Congress  at  Niagara  Falls,  N.  Y.,  May,  1926, 
"and  that  is  about  90%  of  the  success  of  any  method  or  sys- 
tem is  the  men  behind  it.  .  .  .  ^Vhen  you  are  starting  out  to 
improve  your  charge  authorizing  service,  look  first  to  the 
personnel.  .  .  ." 

Communication  in  authorization. — Equipment  for  swift 
communication  in  authorization  is  engineered  to  the  indi- 
vidual store.  The  pneumatic  tube  system  carries  sales  check 
swiftly  to  central  tube  room,  where  authorizers  receive  and 
handle,  retaining  portion  for  posting  and  billing,  returning 
O.  K'd  ticket  to  salesperson.  The  electric  system  carries 
details  of  sale  by  human  voice  to  authorizer,  who  O.  K's 
ticket  with  an  electric  device.  Both  systems  are  highly  effi- 
cient; practical  problems  arise  in  the  management  of  both. 
The  tube  system  combines  authorization  and  cashier  func- 
tions. The  telephone  system  is  extremely  fast — average 
speed  of  fifteen  seconds  per  charge  for  an  entire  day  has  been 
reported — and  requires  little  space. 

Cable  and  carrier  systems  are  used  in  small  stores,  also 
house  telephones. 

The  peak-period  problem. — One  store  regularly  gives 
authorizers  permission,  during  peak  periods,  to  authorize 
charge-takes  up  to  $2  without  consulting  the  files.  There  is 
some  loss,  but  it  is  negligible. 

Authorizer's  familiarity  with  accounts. — One  credit  mana- 
ger declared  that  a  girl  three  years  on  authorization  in  his 
department  should  be  able  to  pass  90%  of  charges  without 
referring  to  files.  The  number  of  accounts  assigned  to  an 
authorizer  influences  her  speed,  but  familiarity  with  ac- 
counts, a  memory  which  substitutes  in  a  large  proportion  of 
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cases  for  actual  reference  to  files,  is  one  of  the  factors  of 
greatest  influence.  The  skilled  authorizer  in  referring  to  her 
file,  "carrying"  name  and  address  on  check  with  100%  ac- 
curacy, notices  at  once  a  deviation  from  the  file  record. 

Accurate  and  legible  sales  checks. — Legible  and  accurate 
sales  checks  contril)ute  to  authorization  speed,  while  reduc- 
ing authorizing  errors.  Salespeople  whose  handwriting  ha- 
bitually is  illegible  should  be  instructed  to  print. 

Consecutive  handling  of  tubes. — The  handling  of  sales 
checks  in  the  order  in  which  they  arrive  by  tube  is  a  requisite 
for  uniform  fast  service.  Systematic  attention  of  salespeople 
to  returned  carriers,  so  that  minimum  time  elapses  between 
arrival  of  carrier  and  delivery  of  merchandise  to  the  cus- 
tomer, is  another  essential.  Careless  sending  of  charge 
checks  in  cash  carriers  must  be  eliminated. 

When  the  electric  system  is  used,  added  to  the  salesper- 
son's responsibility  for  getting  the  name  and  address  cor- 
rectly is  careful  enunciation  over  the  telephone.  Initials  in 
l)articular  lend  themselves  to  confusion — A  and  J,  D  and  T, 
for  exam])le. 

Control  of  overlimits. — In  man\-  credit  departments  an 
account  does  not  receive  attention  until  its  limit  has  been 
exceeded. 

Herman  Straus  &  Sons  Co.,  Louisville,  Ky.,  uses  a  small 
slip,  "Account  Over  Limit,"  with  l)lanks  for  date,  name  and 
address  of  customer,  limit,  account  balance  and  bookkeeper. 
"Our  bookkeepers,"  related  T.  J.  Aloore,  controller,  "are  paid 
at  the  rate  of  2c  for  each  account  reported  that  is  over  the 
limit,  and  Ic  for  each  account  reported  after  the  cash  paid 
has  reduced  the  balance  to  an  extent  permitting  purchases 
nn  the  account  again.  This,  on  the  face  of  it,  may  appear  to 
be  an  expensive  practice.  In  has,  however,  materially  re- 
duced outstanding  accounts  receivable  balance,  and  increasetl 
our  collection  percentage  eighteen  per  cent." 

The  l)ookkeepers  of  another  store  rejiort  daily  to  the  credit 
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manager,  on  individual  cards,  all  customers  who  have  debits 
in  excess  of  the  money  rating  given  them.  With  sixteen 
thousand  to  twenty  thousand  active  accounts,  overlimit  cards 
total  about  one  thousand  a  month.  Each  account  is  checked 
against  credit  card  and  ledger,  and  if  new  instructions  to 
the  authorizers  seem  necessary,  these  are  immediately  given. 

In  another  store,  the  billers  are  instructed  to  drop  in  a 
small  stuffer  when  an  account  exceeds  the  limit.  The  credit 
manager,  going  through  the  ledgers  at  the  end  of  each  day, 
deals  individually  with  each  overlimit  account. 

Still  another  store  makes  for  the  collection  department  on 
the  first  of  the  month  a  detailed  analysis  of  all  accounts. 
From  this  analysis  the  authorizer  signals  accounts  in  her 
files.  She  refers  a  charge  against  a  signaled  account  to  the 
collector,  who  decides  in  the  situation.  If  the  amount  is 
small,  or  if  the  customer  is  an  old  one  of  known  worth,  to 
mention  two  situations,  the  collection  manager  gives  the 
authorizer  permission  to  O.K.  The  continuing  phase  of 
this  store's  system  is  a  notice  of  the  charge  from  the  collec- 
tion department  to  the  customer,  calling  attention  to  the 
delinquency. 

A  store's  own  ledger  experience  with  the  customer  is 
bound  largely  to  govern  the  credit  man's  attitude  toward  an 
overlimit.  Usually  the  customer  who  has  a  good  paying  rec- 
ord for  one  limit  is  permitted  to  go  to  a  higher  figure  with 
little,  if  any,  formality.  When  the  overlimit  condition  is 
associated  with  doul)tful  circumstances,  the  credit  man  often 
requests  the  customer  to  call  at  his  ofifice  before  the  purchase 
is  passed  or  future  ])urchases  can  l)e  made. 

How  recurring  problems  are  handled. — The  goal  of  au- 
thorization is  reduction  to  a  minimum  of  the  special  situa- 
tions not  dismissed  by  an  immediate  O.K.  However,  even 
where  routine  operates  with  finished  precision,  sales  checks 
presenting  obliquities  arise  in  relatively  high  proportion. 
The  number  of  refer  charges  may  run  as  high  as  35%. 
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The  no-account  charge  is  handled — if  it  is  a  charge-take 
and  the  customer  is  still  in  the  store — by  instructing  the 
salesperson  to  send  the  customer  to  the  office.  If  the  pur- 
chase is  charge-send,  authorization  is  temporarily  held  up 
while  the  credit  department  investigates  the  buyer  as 
thoroughly  as  possible.  If  she  is  found  to  have  a  good  credit 
rating,  the  purchase  probably  will  be  sent  to  her;  then  the 
credit  department  employee  will  telephone  her  the  store  will 
be  pleased  to  open  an  account  for  the  purchase  just  made. 

If  the  buyer's  credit  rating  is  poor,  the  store  will  probably 
send  the  purchase  C.O.D.  If  no  credit  information  can  be 
obtained  before  sending  C.O.D.,  the  store  may  endeavor  to 
telephone  the  customer. 

The  sales  check  carrying  an  address  not  agreeing  with 
store  records  shows  up  every  now  and  then.  The  authorizer 
sends  this  back  to  salesperson  with  request  to  obtain  former 
address.  If  the  customer  has  left  the  store,  the  purchase 
may  be  delivered  C.O.D.  with  instructions  to  the  driver  to 
leave  "charge"  if  recipient  gives  the  correct  former  address. 
Suspecting  a  fraudulent  purchase,  an  authorizer  may  tele- 
phone the  customer's  address. 

In  send-to-office  cases,  under  one  plan,  the  salesperson 
receives  through  the  tube  a  small  envelope  to  hand  to  the 
customer.  This  contains  a  slip,  filled  in  with  the  customer's 
name,  on  which  is  a  request  to  see  the  credit  manager  or 
assistant,  who  is  named,  at  the  office. 

A  charge  passed  for  an  account  withdrawn  by  the  cus- 
tomer is  acted  upon  by  calling  the  latter  and,  with  the  state- 
ment that  a  buyer  has  been  charging  to  his  account,  remark- 
ing that  the  store  will  gladly  reestablish  the  account  upon 
written  word  from  him.  There  are  other  situations  where 
the  most  the  store  can  do  is  to  send  a  statement  to  the  party 
against  whom  the  charge  has  been  made,  and  in  follow-uj) 
base  ai)peal  on  such  faxorable  factors  as  are  found. 

When  bv  mistake  chargi-  ])nrcliases  arc  sent  C.O.D.,  and 
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from  the  customer's  home  the  driver  tele[)hones  the  store, 
the  driver  may  be  instructed  to  leave  the  purchase  charge, 
making  a  memo  on  the  check,  with  the  name  of  the  author- 
izer.  Turned  in  at  the  office,  the  charge  is  O.K'd  in  the  regu- 
lar manner. 

Bonus  systems  have  been  introduced  to  reward  authorizers 
for  accuracy.  Even  the  best  sometimes  make  mistakes.  To 
reduce  errors,  some  stores  forbid  authorizers  to  pass  charges 
from  memory. 

The  draw-back  system. — Charge-send  packages,  wrapped 
and  the  sending  voucher  stamj^ed,  "W,"  go  to  delivery  de- 
partment. Refer  authorizers  in  bookkeeping  department 
pass  on  the  charges.  If  there  cannot  be  immediate  approval, 
a  credit  department  hold-over  check  is  made  out  in  triplicate. 
A  delivery  department  messenger  calls  for  originals  and 
duplicates  three  times  a  day,  while  triplicates  go  to  credit 
man.  A  delivery  department  clerk  withdraws  package  from 
bin  and  holds  until  he  receives  the  triplicate  with  instruc- 
tions. 

If  package  is  to  be  C.O.D.,  a  refer  authorizer  makes  out  a 
C.O.D.  form,  original  and  duplicate  of  which  go  to  hold-over 
clerk,  who  opens  package,  takes  out  customer's  charge  check, 
cuts  sending  voucher  of  charge  check  from  package,  stamps 
sending  voucher,  "\"oid-C.O.D.,"  and  attaches  to  triplicate 
part  of  charge  check.  These  are  sent  to  auditing  depart- 
ment. 


CHAPTER  XII 

CHANGING  CREDIT  STATUS 

COUNTLESS  daily  happenings  affect  credit  ratings  of  indi- 
viduals, raising  some,  lowering  others.  It  would  be  to 
the  advantage  of  credit  grantors  to  have,  if  such  were  pos- 
sible, the  cognizance  of  each  charge  customer's  affairs  that 
the  maiden  aunt  proverbially  has  of  all  that  goes  on  within 
the  familv.  It  is  as  desirable  to  know  favorable  news,  better- 
ing credit  rating,  as  it  is  to  know  the  unfavorable.  As  a 
practical  enterprise,  however,  the  news  concerning  cus- 
tomers which  stores  cannot  dispense  with,  and  must  obtain 
from  expert  agencies,  is  the  unfavorable  and  the  derogatory. 

The  bureau  as  a  credit  news  service. — The  credit  grantor 
is  open  to  receive  derogatory  information  from  any  source, 
but  principal  reliance  is  the  local  credit  bureau.  The  modern 
bureau  is  a  highly  organized  credit  news  service.  Its  infor- 
mation sources,  besides  daily  newspapers,  taken  as  a  matter 
of  course,  are  courthouse  records,  public  utilities,  which 
supplv  "connect"  and  "disconnect"  information,  moving  com- 
panies, sources  contacted  by  bureau  investigators  and  re- 
porters, highly  important  unpublished  sources  with  which 
working  arrangements  exist,  and  bureau  members.  A  huge 
grist  of  credit  news  enters  the  bureau  to  be  handled  for  the 
benefit  of  members. 

There  are  three  general  methods  auK^ng  credit  bureaus  for 
distribution  of  derogatory  matter.  Some  bureaus  use  one 
method  almost  wholly,  while  others  combine  two  or,  some- 
times, the  entire  three.     The  objective  of  all  methods  is  the 
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sanie — to   get   specific   derogatory   information    to   the    indi- 
vidual members  who  should  have  it. 

1.  A  general  bulletin  produced  at  frequent  intervals. 
While  getting  information  before  all  members,  the  bulletin 
is  limited  in  its  scope  because  it  is  impossible  to  print  every 
piece  of  derogatory  news  coming  into  the  credit  bureau. 

2.  To  selected  members,  the  bureau  sends  notification  that, 
on  a  named  party,  it  has  information  of  interest  to  the  mem- 
ber. It  then  falls  upon  the  individual  member  to  teleohone 
the  bureau. 

3.  As  derogatory  information  is  received,  it  is  distributed, 
principally  by  telephone,  to  all  members  shown  by  bureau 
records  to  have  accounts  ^vilh  the  party. 

The  success  of  credit  bureau  distribution  of  derogatory  in- 
formation is  fundamentally  dependent  on  the  contributions 
made  by  individual  members,  with  whom  a  large  portion  of 
it  normally  originates. 

Deaths. — Obituary  notices  published  in  newspapers  are 
clipped  each  day  and  checked  against  the  bureau  records. 
Information  of  the  death  is  dispatched  to  all  members  having 
accounts  with  the  deceased,  or  the  deceased  person's  family. 

The  legal  procedure  set  up — filing  Ijy  creditor  of  proof  of 
claim  against  the  estate — is  unnecessary  if  the  deceased  is  a 
wufe,  for  whose  obligations  for  necessities  her  husband  is 
responsible.  If  the  account  was  in  the  wife's  name,  and  she 
has  an  estate,  proof  of  claim  should  be  filed  against  the  latter. 

When  a  husband  dies,  the  store  should  investigate  the  size 
and  distribution  conditions  of  the  estate  before  continuing 
the  account  in  the  widow's  name. 

Marriages  and  Divorces. — Daily  newspapers  publish  regu- 
lar lists  of  marriages  performed.  Marriages  many  times 
improve  the  credit  standing  of  one  of  the  ])arties,  and  some- 
times of  both,  but  they  may  have  the  contrary  effect.  If  the 
customer  is  a  man,  what  are  the  social  ambitions  of  his  wife  ' 
An  occasional  problem  is  found  in  the  woman  who  already 
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possesses  a  charge  account  marrying  a   man  whose  credit 
standing  is  poor. 

The  store  (1)  may  write  the  husband,  using  a  form  letter, 
thanking  him  for  the  opportunity  of  opening  an  account  in 
his  name,  "beintj  a  continued  account  of  vour  wife,"  and  in- 
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viting  him  i)ers()nally  to  ojjen  an  account.  This  will  make 
it  more  difticuh  for  the  husband  to  plead  ignorance  of  his 
wife's  account.  (1)  If  the  husband's  standing  is  poor,  the 
crcfbt  man  ma\-  have  an  interview  w  ith  the  woman.  e\i)lain- 
ing  that  the  store  will  continue  the  account  in  her  name, 
and.  touching  frankly  on  the  circumstances,  asking  her  per- 
sonally to  see  that  the  account  is  met.  (3)  A  personal  inter- 
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view  with  the  husband,  appealing  to  his  manhood  to  "turn 
over  a  new  leaf,"  has  been  successful  in  some  cases. 

News  of  an  impending  se]:)aration  or  divorce  should  cause 
the  credit  man  to  make  an  immediate  investigation  of  the 
new  conditions  surrounding  the  account.  In  advance  of  a 
separation  the  disposition  of  wives  to  "load  up"  is  notorious, 
and  may  be  encouraged  by  unscrupulous  lawyers.  After- 
wards, it  is  necessary  to  know :  Has  the  wife  alimony  or 
other  income  warranting  the  store  in  opening  an  account  in 
her  name?  Can  legal  process  to  collect  be  successfully  di- 
rected against  the  alimony? 

Wives  \vho  have  separated  from  their  husbands  continu- 
ally endeavor  to  buy  against  the  husband's  account.  To  what 
extent  the  husband  is  legally  liable — further,  what  can  be 
collected  from  him  without,  perhaps,  serious  difificulty — are 
questions  to  be  answered. 

Court  news. — It  has  come  to  be  the  general  practice  of 
local  credit  l^ureaus  to  follow  civil  and  criminal  court  news 
from  day  to  day  with  great  care.  If  Bill  Jones  is  convicted 
of  bootlegging,  the  information  will  go  into  the  bureau's 
records,  and  will  probably  be  sent  immediately  to  all  mem- 
bers reporting  Bill  Jones  as  a  customer.  This  is  especiallv 
important  in  the  case  of  automobile  finance  companies  and 
dealers  because  of  the  status  of  a  car  captured  by  authorities 
when  in  use  for  a  bootlegging  enterprise. 

The  weekly  bulletin  of  Weld  County  Credit  Association. 
Greeley,  Colo.,  covers  new  cases,  defaults,  judgments,  in  dis- 
trict court ;  new  cases,  defaults,  judgments,  in  county  court ; 
estates  filed  in  probate  court:  judgments  in  justice  court; 
sheriff's  executions.  Essential  facts  are  given  about  each 
case  reported:  parties,  dates,  verdicts,  etc. 

County  records. — With  the  development  of  the  instalment 
sales  system,  county  records  contain  a  good  deal  of  impor- 
tant news  for  retail  credit  grantors.  Daily  routine  of  the  Re- 
tail Credit  Men's  Association  of  Denver  is  to  obtain  a  list  of 
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all  chattel  mortgage  registrations,  and  to  check  these  with 
bureau  records.  If  records  contain  information  which  an 
automobile  finance  company,  or  dealer,  or  furniture  store 
should  have,  the  bureau  dispatches  immediately  an  "Inquire" 
slip  with  the  name  of  the  debtor.  If  information  shows  con- 
clusively that  the  buyer  is  undependable,  "tricky,"  the  chattel 
mortgage  maker  can  adhere  to  a  policy  of  strict  control, 
repossessing,  if  necessary,  before  a  situation  gets  out  of 
hand. 

Some  credit  bureaus  publish  a  complete  weekly  record  of 
chattel  mortgage  registrations,  the  details  for  each  covering 
registration  number,  party  giving,  party  receiving,  security, 
period,  and  amount.     There  is  a  list  of  extensions. 

Some  associations  report  assignments  of  wages.  There 
may  be  also  a  regular  report  of  all  warranty  deeds,  deeds  of 
trust,  release  deeds  of  trust,  mortgage  deeds,  mortgage  re- 
leases, sheriff's  deeds  under  decree,  treasurer's  deeds,  afifi- 
davits,  agreements,  assignments,  decrees  of  heirship,  notices 
of  dissolutions,  United  States  land  patents,  mechanic's  lien 
notices,  amendments  to  mining  lease  and  acceptances,  clear 
titles  to  motor  vehicles  (giving  make  and  model  of  car,  and 
number  of  engine). 

In  the  larger  cities  information  of  these  general  sorts  is 
obtainable  from  local  legal  newspapers  and  services. 

Non-responsibility  notices. — It  is  a  recognized  function  of 
bureaus  carefully  to  follow  official  newspaper  or  other  first 
sources,  and  immediately  and  continuously  to  bulletin  non- 
responsibility  information  to  bureau  members. 

Accounts  received  for  collection. — Credit  bureaus  with  col- 
lection departments  sometimes  make  a  continuous  policy  of 
])ublishing,  as  received  for  collection,  .-ill  accounts.  A  record 
of  debtors  paying  on  account  may  be  given.  Lists  of  P.  .Jl-  L. 
accounts  have  been  found  a  productive  plan. 

Check  news. — Members,  banks,  detective  bureaus,  police 
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departments,  credit  bureaus  in  other  cities  report  check  of- 
fenses with  details  to  the  credit  bureau.  Bulletin  and  tele- 
phone plans  are  used  for  broadcasting  information.  "No 
account,"  "account  closed,"  "X.  S.  F."  checks  are  covered 
with  Awirning"  data,  putting  the  indi\  idual  store  on  guard. 

Skips. — The  credit  bureau  reports  names  and  addresses  of 
debtors  ^vl1ose  addresses  have  been  lost  or  found. 

Repossessions. — In  some  cities,  members  of  a  given  trade, 
such  as  furniture,  are  under  an  agreement  to  report  daily  any 
repossessions.  These  are  "flashed"  to  all  other  members. 
Some  bureaus  regularly  publish  lists  of  repossessions.  Mer- 
chants Credit  and  Adjustment  Company,  Toledo,  Ohio,  and 
the  Pittsburgh  bureau  are  two  which  do  this.  The  Toledo 
bureau  gives  the  name  and  address  of  party  from  whom  re- 
possession is  effected,  plus  the  article  repossessed. 

Tips. — An  anonymous  informer  telephones  a  credit  bureau 
that  a  certain  party  is  preparing  to  "skip"  town;  or  that  Mrs. 
Elsie  Brown,  who  up  to  two  years  ago  lived  at  1006  Mul- 
berry St.,  and  then  disappeared,  can  now  be  located  at  65 
Pine  St. ;  or  that  a  separation  impends  in  a  prominent  doc- 
tor's family. 

Cautionary  notices  are  distributed,  by  bulletin  or  by  tele- 
phone. 

Watch-card  and  signal  service. — Special  names  are  applied 
to  the  credit  bureau  system  for  developing  and  distributing- 
derogatory  information.  In  one  city  it  is  called,  "Signal 
Service,"  in  another,  "Watch  Card,"  and  in  a  third,  "Watch 
Dog." 

Richmond,  Va.,  bureau  members  use  a  detailed  form.  Not 
the  name  of  the  reporting  store,  but  its  number,  appears  on 
this.  The  name,  address,  and  occupation,  also  business  ad- 
dress, of  the  debtor,  are  given,  with  date  and  amount  owing. 
For  checking,  there  is  listed  alphabetically  the  following  long 
column  of  reasons : 
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Date - Member  No.. 


Name  

(Write  surname  first) 


Present  Address 
Old  Address  


Amount  of  Account (Check  reason  for  report) 

D  Change  of  Address  DNew  Account 

DProfit  &  Loss  Din  Attorneys  Hands 

Din  Collectors  Hands  QRe-Possessed  Goods 

DSued  DMakes  l^njust  Claims 

DRetums  Merchandise  QDisputed  Account 

QDomestic   Trouble  Q Unsatisfactory 

DN.  S.  F.  Check  f 

Fig.  20.  Pittsburgh  Mf.rchaxts  Report  Derogatory 
ixformatiox  on  this  form,  supplied  ix  perforated 
Sheets  of  Eight. 

Account  closed,  request 

"  "     ,  too  slow 

"  "     ,  can't  collect 

"  "     .  suspended 

Bankrupt 

Chronic  returner  of  goods 
Declined,  past  record 
Declined,  special  information 
Declined,  insufficient  reference  or  information 
Declined,  no  basis  for  credit 
Declined,  insufficient  salary  or  income 
Domestic  troubles 
Extremely  unsatisfactory 
Garni  sheed 

Homestead  exemption 
In  debt  heavily 

In  hands  of  Collection  Agency 
Judgment  against 
Left  city,  address  unkudwn 
Profit  and  loss 
Repo.ssession 

Ver\'  slow  and  unsatisfactory 
Undesirable 
I  11  fair  claims 
Warranted. 
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Below  this,  the  form  provides  for  information  on  checks — 
returned,  insufficient  funds ;  returned,  no  account ;  returned, 
account  closed ;  returned,  jiayment  stopped. 

"Our  records  show  that  you  are  interested  in  the  account 
of  John  Doe,  500  Alain  Street,"  reads  a  watch  notice  form  of 
this  association.     "In  compiling  a  report,  we  find  that  this 

party  has  accounts  in  stores  amounting  at  present 

to ." 

In  ruled  spaces  appears  each  account  of  the  debtor  with 
details. 

Derogatory  information  under  the  Denver  group  plan. — 
Under  the  group  plan  of  the  Retail  Credit  Men's  .Association 
of  Denver,  the  forms  for  reporting  derogatory  information 
vary  from  group  to  group. 

The  automobile  dealer  group  uses  three  forms.  One  is 
for  repossessions.  Dealer's  numl^er  and  date  are  given,  then 
name  of  debtor  and  address,  date  sold;  terms;  reasons  for 
repossession.  A  delinquent  account  form,  with  the  printed 
instructions,  "Report  all  accounts  past  due  thirty  days  or 
more,"  has  blanks  for  dealer's  number,  date,  name  of  debtor, 
address,  amount,  due  date.  There  is  an  unsatisfactory  ac- 
count form,  giving  name  and  address  of  debtor ;  amount 
owing,  due  date ;  and  providing  a  single  dotted  line  for  "Re- 
marks." On  another  form  dealers  report  all  new  accounts. 
When  derogatory  information  is  reported  to  the  bureau,  it 
immediately  notifies  other  members  of  the  group  having  ac- 
counts with  the  same  party. 

The  instalment  group  has  an  unsatisfactory  account  slip. 
This  carries  instruction,  "Report  daily"  and  "Fill  in  specifi- 
cally the  classification  to  which  this  account  belongs."  There 
are  spaces  for  member's  number  and  date.  The  account  is 
covered  with  name,  address,  occupation  or  business,  when 
opened,  owing,  due  date.  For  checking,  these  principal  de- 
rogatory pieces  of  information  are  given — skipped;  collected 
bv  attornev ;  P.  and  L. 
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With  instructions  to  report  all  accounts  overdue  thirty 
clays  or  more,  the  instalment  group  uses  a  delinquent  form — 
member's  number,  date,  name  of  debtor,  address,  amount, 
due  date,  and  remarks. 

The  tire  dealer  group  has  a  form  for  unjust  claims.  In- 
structions are,  "Fill  in  immediately  M'hen  an  unjust  claim 
develops.  Give  details  in  brief,  and  mail  at  once  to  central 
ofifice."  There  are  spaces  for  name,  address,  and  remarks.  A 
final  line  with  the  alternative  words,  "Have"  and  "Have  not," 
enables  the  dealer  to  indicate  whether  or  not  the  account  has 
Ijeen  closed. 

A  second  form,  for  daily  reports,  covers  unsatisfactory  ac- 
counts. 

The  furniture-musical  instruments  group  makes  daily  re- 
possession reports.  This  form  indicates  date  sold,  terms,  and 
reasons  for  repossession.  The  automotive  finance  group  has 
a  form  for  repossession  and  closed  accounts.  The  laundry- 
men's  group  has  a  brief  form  for  "shorts,"  and  another  for 
unsatisfactory  accounts. 

Extremely  derogatory  matter. — The  channels  of  informa- 
tion of  the  modern  credit  bureau  bring  to  it  in  extraordinary 
variety  intimate  information  of  the  moral  character  and  ac- 
tivities of  individuals.  Much  of  this  information  cannot  be 
distributed  in  the  usual  way.  A  signal  system  may  auto- 
matically refer  the  inquiry  to  the  bureau  manager  or  a 
trained  assistant.  He  imparts  the  information  personally. 
Again,  the  practice  may  be  to  send  a  bureau  representative 
to  the  member  store.  Some  bureaus  use  a  "call"  system. 
The  member  \isits  the  bureau  and  is  given  the  information 
by  word  of  mouth. 

Cooperation  between  loan  companies  and  stores. — Getting 
in  touch  with  a  loan  company  wliich  has  made  an  incpiiry,  a 
store  obtains  the  amount  of  the  loan.  Next  comes  a  message 
to  the  borrower  by  letter  or  telephone,  stating  that  the  store 
has  bc-en  asked  for  a  rating,  and  turned  it  in.     The  store,  it  is 
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indicated,  will  expect  payment  out  of  the  proceeds  of  the 
loan.  If  the  borrower  doesn't  pay,  the  store  stops  further 
credit. 

Elimination  of  weak  accounts. — One  of  the  most  important 
sources  of  derogator\'  information  is  a  stf)re's  own  experi- 
ence with  the  customer.  One  function  of  the  modern  credit 
department  is  to  ])ut  credit  business  on  the  books;  another 
is  to  eliminate  weak  accounts.  When  a  customer's  paying' 
habits  or  other  records  are  unsatisfactory,  he  should  be  com- 
pelled to  satisfactory  performance  or  be  eliminated  from  the 
l)ooks. 

General  conditions  data. — A  Western  credit  bureau  made 
a  survey  among  all  building  materials  members  to  determine 
the  aggregate  credit  extended,  at  the  moment,  by  the  local 
trade.  Another  credit  bureau  began  monthly  compilation  of 
chattel  mortgage  registrations.  These  were  placed  in  four 
groups — farm  equipment  and  crop,  automobiles  and  trucks, 
radios  and  musical  instruments,  business  equipment  and 
household.  For  each  division,  the  number  of  chattel  mort- 
gage registrations  was  given  and  the  total  amount.  The 
report  showed  the  total  extent,  and,  by  analysis,  how  the 
community  was  committing  itself  to  obligations.  It  was  a 
farming  section,  and  over  a  period  of  nine  months  chattel 
mortgages  assumed  for  farm  equipment  and  crops  were  over 
three  times  those  assumed  for  automobiles  and  trucks.  Other 
chattel  mortgages  were  hardly  5/^  of  all.  The  soundness  of 
underlying  conditions  appeared. 

Individual  credit  grantors  interested  in  local  group  studies 
to  determine  if  derogatory  general  conditions  exist,  can  usu- 
ally arrange  for  such  through  the  local  credit  bureau. 

Making  use  of  the  service. — A  policy  of  a  credit  report  for 
every  account  opened  means  that,  automatically,  all  deroga- 
tory information  in  the  bureau  files  will  become  available. 
If  the  store  faithfully  lists  all  new  accounts,  derogatory  in- 
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formation  concerning  any  one  of  them  will  reach  the  store 
as  it  develops. 

A  card  file  for  derogatory  information  may  be  developed 
with  3x5  cards  having  blanks  for  name,  address,  date  of  in- 
formation received,  nature  of  information,  source,  whether 
store  has  the  account.  If  the  party  reported  on  is  a  store 
customer,  blanks  are  filled  out  for  date  account  was  opened, 
amount  owing,  how  long  owing,  remarks,  action  taken  by 
store,  and  employee  by  whom  situation  is  checked. 

This  file  is  added  to  as  information  arrives  from  credit 
bureau  and  occasional  other  sources.  It  is  referred  to  as 
regular  practice  when  credit  ap]ilications  are  being  con- 
sidered. 

Chattel  mortgages  recorded  against  a  customer  may  cause 
the  credit  man  to  revise  downward  the  total  amovmt  of  credit 
he  will  extend,  and  contemplate  rapid  effort  to  collect  in  de- 
linquency. Collection  trouble  rei)orted  by  other  stores  may 
lead  the  credit  man  immediately  to  close  the  account,  or 
basically  change  his  attitude  toward  collection,  which  now 
becomes  for  immediate  consummation.  Non-responsibility 
notices  will  usually  mean  that  credit  can  no  longer  be  ex- 
tended to  parties  formerly  permitted  it. 

The  immediate  consequence  of  numerous  derogatory  items 
is  principally  the  adoption  of  a  cautious  attitude.  The  store 
is  "on  guard"  and  will  watch  the  affected  account  with  ex- 
ceptional care.  In  other  cases,  there  must  be  immediate  full 
investigation,  followed,  perhaps,  by  special  action. 


CHAPTER  XTIT 

ORGANizixc;  Tiir:  collection  routine 

a^rou  can  sell  all  the  j^oods  yon  like,  make  all  the  book 

j[  profit  yon  like,  but  yon  haven't  accomplished  a  thing- 
until  you  get  your  money  safely  in  the  bank,"  wrote  Charles 
E.  Crosby,  veteran  merchant,  in  Furniture  Record. 

Collections  are  a  major  task  in  retail  credit  because  there 
are  causes,  some  very  powerful,  constantly  operating  for  the 
non-payment  of  accounts.  A  considerable  percentage  of  de- 
linquency is  the  usual  condition.  If  bad  debt  losses  are  kept 
within  reasonable  limits,  the  accomplishment  will  primarily 
be  made  by  the  store,  not  by  customers.  The  successful  col- 
lection attitude  is  aggressive. 

Effecting  collections  is  not  enough.  They  must  be  made 
with  minimum  disturbance  of  patronage.  The  element  of 
cost  enters.  An  efficient  collection  department  not  only  has 
collection  percentage  and  bad  debt  figures  which  satisfy,  but 
a  showing  for  collection  expense  which  is  relatively  low.  A 
regard  for  these  three  tests  of  efficiency  produces,  in  practice, 
a  wide  variety  in  the  organized  methods  of  individual  busi- 
nesses. 

Why  delinquencies  occur. — Out  of  one  hundred  customers, 
credit  men  declare  that  ninety-nine  mean  to  pay  when  they 
buy  the  goods.  Why,  then,  do  receivables  dangerously  ac- 
cumulate, and  ultimate  losses  occur,  when  a  store  is  lax  or 
unskilled  in  its  collections? 

Human  inertia  is  one  important  reason.  Payment  involves 
action — writing  a  check,  addressing  and  sealing  an  envelope, 
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calling  at  the  store.  It  is  human  nature  to  put  ofif.  A  normal 
inertia  is  aggravated  by  the  fact  that  people  dislike  to  part 
with  money. 

The  existence  of  this  condition,  not  associated  with  ethics 
or  emergency,  should  be  understood,  because  many  honest 
and  well-meaning  people  do  neglect  to  pay  bills. 

Specific  reasons  for  non-payment,  some  of  them  quite  seri- 
ous collection  obstacles,  add  themselves  to  the  general  condi- 
tion. There  is  the  customer  temporarily  short  of  cash;  the 
one  who  has  a  complaint,  who  misunderstood  terms,  who  is 
dishonest.  There  are  other  causes,  such  as  absence  from 
city,  institutional  "red  tape."  A  customer  may  actually  be 
kept  so  busy  by  personal  afifairs  that  payment  of  accounts  is 
put  aside. 

Mass  paying-habits. — In  their  credit  relations,  as  in  all 
activities,  humans  form  habits.  It  l^ecomes  habit,  followed 
except  as  interrupted,  to  regard  a  month's  bills  as  obligations 
one  can  meet  when  he  "gets  around"  to  them,  within  two  or 
three  months ;  or  obligations  which  must  be  met  during  the 
due  month  ;  or  which  will  be  met,  because  one  takes  pride  in 
so  handling  his  affairs,  by  the  tenth. 

Collection  percentages  show,  in  figures,  that  the  buyers 
who  on  the  average  are  slow  in  meeting  thirty-day  terms 
exceed  those  who  average  "prompt."  A  third  group,  bad 
pay,  is  relatively  small. 

Collection  resistance  increases  with  age. — Psychologically, 
it  is  easiest  for  the  customer  to  pay  when  the  purchase  is  still 
fresh  in  his  mind.  Lengthening  delinquency  is  usually  ac- 
companied by  diminishing  strength  of  intention  and  desire. 
With  passing  weeks,  new  obstacles  to  collection  develop.  It 
is  axiomatic  that  the  older  an  account  is.  the  hardc"  it  is  to 
collect. 

"When  a  statement,  sixty  days  past  due,  remains  unpaid, 
the  chances  for  collection  are  very  good,"  Walter  11.  Gorrell, 
credit  manager  of  the  Sherwin-Williams  Co.,  wrote  in  I^iisi- 
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ticss.  a  mag'azine  published  by  the  JUirroughs  Adclini;'  Ma- 
chine Co. 

"When  a  statement,  ninety  days  past  due,  remains  unpaid, 
the  chances  of  collection  run  about  ninety  per  cent. 

"When  a  statement,  one  hundred  and  twenty  days  past 
due,  remains  unpaid,  chances  of  collection  are  eighty  per  cent. 

"When  a  statement,  six  months  past  due,  remains  unpaid, 
the  chances  of  collection  are  about  fifty  per  cent." 

These  figures  of  Gorrell's  are  estimates  based  on  one  large 
concern's  collection  experience.  They  are  not  to  be  taken 
as  constant  figures,  but  as  an  intelligent  attempt  to  rate  the 
effect  of  time  on  overdue  accounts. 

To  a  Minneapolis  collection  service  one  store  turned  over 
$1,500  of  accounts  six  to  twelve  months  past  due;  a  second 
store,  $2,000  of  accounts  ten  and  eighteen  months  past  due. 
Performing  the  same  general  service,  the  agency  collected 
over  60^  of  first  group,  less  than  28%  of  second. 

Even  with  the  "hopeless"  account,  age  is  important.  Re- 
covery from  year-old  bad  debts  runs  much  higher  than  from 
two-year,  and  from  two-year  much  higher  than  from  four- 
year. 

"More  money  is  lost  by  creditors'  lack  of  promptness  in 
collecting  than  through  any  other  cause,"  declared  the  Na- 
tional Surety  Company,  which  operates  in  the  field  of  credit 
insurance. 

Extensive  collection  treatment  is  normal. — It  must  be 
taken  for  granted  in  retail  credit  practice  that  collections 
call  for  constant  applied  effort.  There  are  always  conditions 
to  cause  delinquency.  "Of  all  accounts  on  your  books,  what 
proportion  receive  collection  treatment,  apart  from  regular 
monthly  statements,  in  the  course  of  a  year?"  was  a  ques- 
tion put  to  representative  stores.  Figures  as  high  as  85% 
were  received;  75%  was  not  unusual.  With  the  average 
store,  under  an  efficient  collection   policy,   over  half  of  all 
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charge  customers  will  receive  collection  attention  in  a  year's 
time,  it  was  indicated. 

Collection  system  elements. — Stores  organize  to  control 
collections  with  systems  based  on  the  individual  circum- 
stances of  each.  A  routine  is  evolved  which  deals  with  prac- 
tical efficiency  with  common  and  abnormal  collection  situa- 
tions. There  is  close  regard  for  economy  in  labor  and  other 
expense.  The  problem  l^ecomes  one  of  coordination  and 
adaptation.  Instalment  houses,  giant  department  stores, 
corner  grocery  stores,  country  hardware  dealers,  milk  deal- 
ers, for  example,  all  must  have  collection  systems,  but  these 
Avill  differ  among  themselves  to  a  wide  degree. 

These  are  the  principal  collection  system  elements: 

1.  Personnel — inside. 

2.  Personnel — outside. 

3.  Office  equipment. 

4.  Statements  and  due  notices. 

5.  Systematic  supervision  of  accounts,  continuous,  provid- 
ing close  inspection  for  delinquency  and  protective  remedial 
measures. 

6.  Collections  by  mail. 

7.  Collections  by  telephone. 

8.  Collections  by  personal  visit. 

9.  Collections  through  retained  services. 

The  individual  elements  which  the  single  store  possesses 
become,  in  their  specific  proportions,  the  materials  to  work 
with.  Size  of  store,  trade,  locality,  become  influential  factors. 
There  can  be  no  one  set  system  for  managing  collections. 

Facts  about  statements. — Sending  of  statements  of  ac- 
count promptly  on  the  first  day  of  every  month  works  for 
prompt  paynuMit.  The  practice  of  closing  books  on  the  26th, 
27th,  or  28th,  ])ermitting  the  dis])atch  of  statements  jiromptly 
on  the  first,  has  become  very  common. 

The  general  practice  is  to  itemize  a  month's  purchases 
U])on   the  first  statement,  and   to  present    them   in  one  sum. 
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balance  due,  on  succeeding'  statements.  Some  stores  reduce 
office  labor  through  the  use  of  abbreviations.  Perfume  be- 
comes "perf,"  vanilla  extract,  "van  ex,"  underwear,  "Uwear." 
Other  stores,  however,  allow  but  few  abbreviations,  such  as 
"pr"  for  pair,  "do/,"  for  dozen,  and  the  like.  Al)breviations 
must  be  used  with  care,  or  they  cause  confusion  and  disputes. 

Special  text  which  influences  prompt  payment  can  be  used 
with  statements.  An  outline  of  terms  in  clear  phraseology  is 
a  good  plan.  Interest  on  overdue  balances  is  sometimes  stip- 
ulated. Credit  bureau  members  often  put  a  membership  line 
on  statements. 

The  physical  appearance  of  a  statement  can  properly  be 
given  serious  thought.  One  idea  is  a  striking  color — blue,  or 
orange,  or  yellow.  High-grade  printing,  coupled  with  stock 
of  excellent  quality,  dignifies  a  statement  and  produces  a 
favorable  reaction.  The  perforation  feature,  one  section  of 
statement  to  be  detached  and  mailed  with  remittance,  is 
a  plan  to  stimulate  prompt  payment  while  assisting  the  book- 
keeping department  to  credit  in  quickest  time. 

Distribution  of  statements. — Though  statements  are  com- 
monly distributed  by  mail,  circumstances  may  suggest  the 
expediency  of  personal  delivery.  A  florist  who  found  that  his 
telegraph  business  brought  more  than  average  delinquencies 
personally  delivered  statements,  inquiring  if  the  order  had 
been  filled  to  the  customer's  satisfaction  and  getting  imme- 
diately at  the  complaint  if  it  existed.  Merchants  in  small 
communities  sometimes  employ  part-time  assistants  who,  on 
a  nominal  basis,  deliver  monthly  statements.  A  considera- 
tion here  may  he  the  small  amount  of  average  bill,  as  with 
newspapers. 

Instalment  due  notices. — In  instalment  practice,  the  state- 
ment usually  becomes  a  due  notice.  This  is,  typically,  a  small 
slip  mailed  to  the  customer  prior  to  the  due  date.  Such 
notices  give  customer's  name,  due  date,  and  the  amount  due. 
Sometimes  the  balance  is  stated.     As  other  notices,  which 
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may  be  of  the  same  size  and  design,  will  be  used  if  delin- 
quency occurs,  a  commended  method  is  to  employ  several 
different  colors  of  paper.  Many  stores  omit  the  due  notice 
and  begin  Avith  a  promiit  delinquency  notice. 

Reviews  monthly  statements  before  sending. — Daniels  & 
Fisher,  Denver  department  store,  reviews  all  statements  be- 
fore they  are  sent.  Fred  Leonard,  credit  manager,  is  aided 
by  two  assistants,  beginning  work  early  in  the  afternoon  of 
the  last  day  of  the  month  and  returning  after  dinner  to  finish 
in  the  evening.  Leonard  holds  out  statements  to  which  he 
wishes  to  give  some  special  attention.  His  assistants  bring 
to  him  statements  they  have  held  out. 

The  next  day — the  first  day  of  the  month — the  credit 
manager  goes  over  these  statements;  refers  to  the  ledger, 
perhaps  to  the  application  blank,  and  may  seek  additional 
information.  He  writes  letters  or  handles  a  portion  by  tele- 
phone. There  is  developed  a  group  of  accounts  which  have 
attention  at  needed  intervals  until  they  are  satisfactorily 
settled. 

Sixty-day  statements  made  in  triplicate. — Unless  an  ac- 
count is  marked  for  special  attention,  delinquency  comes  be- 
fore the  credit  man  of  a  retail  building  materials  business 
when  the  account  is  sixty  days  old,  at  which  time  the  book- 
keeping department  regularly  makes  out  statements  in  trip- 
licate. The  original  goes  to  the  customer,  the  two  copies  to 
the  credit  man.  On  the  15th,  he  checks  these  accounts,  and 
to  all  which  have  not  been  met,  sends  a  duplicate  bill.  He 
attaches  a  collection  sticker,  or  perhaps  writes  a  brief  mes- 
sage. On  the  25th,  he  again  checks  the  accounts  and  if  still 
unpaid,  sends  the  third  statement,  by  mail  or  by  a  company 
collector.  There  is  ui)on  his  desk  a  file  in  which  are  placed 
accounts  remaining  un])ai(l,  a  record  of  effort  made  for  each, 
as  they  are  examined  and  worked  <jn  at  frecpient  intervals. 

Collection  analysis  system  of  Livingston  Brothers. — A. 
riiillips,  c()llecti<»n  manager,  Livingston  brothers,  San  I'Van- 
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cisco,  describes  a  successful  collection  system  which  he  has 
developed  {Credit  Echoes,  November.  1927.  ])p.  36,  37).  Each 
month  when  bills  are  torn  off,  all  duplicates  are  analyzed. 
Every  bill  with  a  previous  balance  is  listed  on  a  specially- 
ruled  sheet,  numerically,  with  account  number,  name,  ad- 
dress, amount  owing',  month,  and  form  letter  number.  The 
ruled  slips  are  delivered  to  a  Ilooven  machine  operator.  The 
one  operator  handles  two  machines,  and  j^roduces  250  to  300 
letters  a  day.  These  letters  are  actually  typed,  automatically, 
except  for  fill-ins,  and  have  the  appearance  of  genuine  type- 
writing'. The  name  of  the  collection  manager  is  signed  to 
the  letters;  these  are  folded  and  placed  in  envelopes,  then 
checked  against  the  day's  cash,  and  mailed. 

If  after  four  or  five  months,  form  letters  having  been 
supplemented  perhaps  by  the  telephone,  there  is  a  condition 
of  no  payments  or  unsatisfactory  payments,  the  account  is 
transferred  from  general  ledger  to  what  is  called  the  "collec- 
tion division."  Here  it  receives  personal  supervision;  no 
charges  are  allowed  to  be  made  except  by  special  under- 
standing. Debtors  are  called  on  w^eekly  by  the  store  collec- 
tor, unless  payment  or  satisfactory  arrangement  is  made. 

When  an  account  is  paid  in  full,  or  brought  to  a  sixty-day 
period,  it  is  transferred  back  to  general  ledger  for  observa- 
tion. Once  a  year,  when  the  fiscal  year  ends,  the  "collection 
division"  is  gone  through,  and  accounts  picked  out  for  P. 
and  L. 

Every  three  months  Livingston  Brothers'  accounts  are 
analyzed  for  age,  segregated  into  six  groups  by  months — 1, 
2,  3,  4,  5,  over  5. 

How  a  laundry  handles  its  accounts. — A  laundry  records 
names  and  addresses  of  thirty-day  charge  accounts  on  cards 
placed  in  a  visible  card  index  file  by  drivers.  Ledger  accounts 
are  handled  likewise,  permitting  efificient  checking  against  the 
driver-card  files.  On  the  tenth  of  each  month,  the  book- 
keeper red-signals  cards  of  all  accounts  not  paid.     Once  a 
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week  the  credit  manager  confers  with  individual  drivers  re- 
garding uncollected  accounts. 

Grocery  and  market  routine. — Bailey  Grocery  &  Market, 
Grand  Junction,  Colo.,  when  an  account  is  opened,  makes  out 
a  3x5  card  carrying  name,  address,  and  report  of  local  credit 
bureau.  Reviewing  the  information,  ^Ir.  Bailey  decides 
whether  account  shall  be  paid  weekly,  semi-monthly,  or 
monthly;  also,  what  the  account  limit  shall  be.  He  puts  this 
information  on  the  card. 

This  store  uses  AlcCaskey  equipment.  The  store  fastens  a 
piece  of  tape  about  the  wire  which  holds  the  tickets  of  an 
account  in  place.  Written  on  the  tape  is  date  of  payment, 
and  account  limit.  The  card  is  filed  alphabetically  in  a  cus- 
tomers' file. 

The  charge  desk  has  instructions  which  automatically 
place  before  Mr.  Bailey  daily  such  accounts  as  should  have 
his  attention.  If  an  account  reaches  the  credit  limit,  out 
comes  the  customer's  card  for  the  proprietor's  attention. 
When  an  account  is  overdue  for  two  days,  out  comes  the 
proper  customer  card.  A  card  is  lifted,  too,  if  a  customer 
makes  a  part  payment  only.  The  charge  desk  writes  on  the 
card  the  total  amount,  and  the  payment  made. 

The  dealer  considers  the  cards  placed  before  him,  often 
getting  in  touch  with  the  customer  by  telephone,  and  takes 
the  action  he  thinks  best.  This  may  mean  cutting  off  credit 
or  accepting  a  promise  to  pay  on  a  stated  date.  If  the  latter 
occurs,  the  customer  card  goes  into  a  tickler  file,  automati- 
cally receiving  the  pr()])rietor's  attention  the  day  after  pay- 
ment is  ()romised.  The  operation  of  this  i>lan  contributes  to 
a  highly  satisfactory  collection  percentage  and  low  bad  debt 
loss,  and  it  takes  only  about  thirty  minutes  a  day  of  the  mer- 
chant's time  (Credit  World). 

Detailed  monthly  analysis. — Using  columnary  paper,  the 
credit  department  develops  a  complete  analysis  of  all  ac- 
counts early  each  month.     Accounts  of  six  months  or  over 
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have  one  column,  five  months  another  coUimn,  and  so  on 
with  four  montlis.  three  montlis,  two  months,  and  thirty 
days.  The  collection  department  works  with  this  sheet,  in- 
dicating upon  it  letters  sent  out,  payments  made.  The  forms 
are  large  loose-leaf  sheets.  In  the  first  column  is  the  address 
and  the  original  amount  of  the  account.  The  forms  are  bound 
in  a  l)Ook. 

Skeleton  ledger  history  of  each  account. — In  explanation 
of  a  remarkable  collection  record  made  by  him,  the  subject 
of  much  comment  in  the  credit  profession,  Joseph  Auerbaugh 
was  quoted  in  Credit  JJ^orld  (January,  1927)  :  "A  skeleton 
ledger  history  for  each  account  was  maintained  in  the  Credit 
Department  and  collections  therefrom  made  by  the  credit 
men.  Each  skeleton  ledger  card  showed  a  six-year  record. 
Thereby  the  past  record  of  the  account,  its  worth,  collection 
experience,  the  position  and  standing  of  the  customer,  were 
all  known,  and  collection  steps  could  be  applied  accordingly. 

"A  collection  plan  was  formulated  in  advance,  based  on  the 
(a)  standing  of  the  customer,  (b)  worth  of  the  account,  (c) 
previous  payment  habit,  and  (d)  present  indebtedness.  A 
carefully  written  series  of  letters  was  supplied  to  be  used  on 
the  different  groups  of  customers. 

"The  customer  with  a  prompt-pay  record  was  permitted 
to  run  into  the  second  or  even  the  third  month  without  dun- 
ning. After  that  settlement,  however,  the  account  was 
diaried  ahead  for  follow-up  within  the  month,  in  the  event 
that  payment  was  not  received,  and  this  practice  followed 
until  the  customer  was  l3rought  Ijack  into  the  prompt-pa)- 
fold. 

"A  new  account  was  always  diaried  ahead  for  follow-up 
within  the  month  in  which  the  bill  was  due,  and  this  practice 
continued  until  the  pr()mpt-]:)ay  habit  was  definitely  estab- 
lished. 

"Actual  results  achieved  were  not  based  upon  'close'  col- 
lections but  rather  on  discriminating  collections,  which,  while 
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following  a  general  plan,  enabled  preferred  attention  to  be 
iven  to  those  accounts  which  needed  it." 

Goes  through  ledgers  with  statements  and  stickers. — "I 
start  going  through  the  ledgers  about  the  12th  or  14th  of  the 
month,"  K,  W.  Story,  credit  manager,  The  Christman  Dry- 
Goods  Company,  Joplin,  ]\Io.,  was  quoted  in  Credit  JJ^orld. 
"I  take  a  ledger,  a  block  of  statements,  and  a  pad  of  stickers 
and  go  to  work.  I  look  over  each  account  and  select  the 
sticker  best  suited  to  it,  sticking  it  on  a  statement,  then 
stuffing  the  blank  statement  in  the  ledger  at  the  particular 
account.  When  I  have  finished  stuflEing  the  ledger,  I  turn  it 
over  to  one  of  the  girls  in  the  office,  who  makes  out  the 
statements  and  mails  them  to  the  customers." 

The  stickers  referred  to  are  the  series  of  six  distributed 
by  the  National  Retail  Credit  Association.  For  accounts 
which  do  not  come  under  the  "sticker"  class.  Story  has  a 
series  of  five  letters,  mailed  at  intervals  of  one  week  to  ten 
days. 

Quarterly  delinquent  list. — Every  three  months  the  credit 
manager  of  a  clothing  store  takes  off  a  "delinquent  list." 
This  contains,  with  few  exceptions,  accounts  ninety  days 
over-due.  The  store  has  about  5.000  accounts ;  the  list  runs 
usually  to  about  100  names.  Each  December  a  special  effort 
is  made  to  make  an  excellent  showing  for  the  annual  state- 
ment. Upon  the  December  1st  list  go  all  accounts  prior  to 
September,  making  a  total  of  about  200. 

Working  \\ith  the  delin(|uent  sheet,  the  credit  man  ])uts 
in  cohimns  name,  residence  address,  l)usiness  address,  date 
of  account,  amoimt,  telephone  number.  A  small  space  re- 
mains at  the  extreme  right  for  not.itions  as  collection  effort 
f)ccurs. 

Four  stages  to  N.  M.  C.  ledger. — There  are  four  stages  in 
the  collection  i)rocess  of  a  California  store.  When  accounts 
become  slow,  they  are  "llagged"  X.  M.  T.  V.  These  initials 
stand  for  "No  more  till  paid."     .\t  a  somewhat  later  stage, 
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tliev  arc  ilaiigod  Pos.  N.  M.  T.  P.  (Positively  no  more  till 
paid).  Next  comes  N.  M.  C.  (No  more  credit),  and,  finally, 
Pes.  N.  M.  C.  (Positively  no  more  credit).  Tims,  the  ac- 
count arrives  at  the  N.  AT.  C.  Icdtjer. 

The  first  of  i-acdi  month,  all  aoconnts  owini;"  six  months  or 
more,  or  accoimts  n])on  \\hich  no  payment  has  been  made  in 
three  months,  are  listed.  After  carefnl  consideration,  they 
are  transferred  to  the  N.  M.  C.  ledger,  unless  a  g-ood  contrary 
reason  is  present.  A  daily  record  shows  the  numl)er  and 
total  of  acccnmts  in  the  N.  M.  C.  ledger,  together  with  com- 
parison with  the  same  date,  the  year  before.  (Credit  Echoes, 
March,  P)28.  pp.  34-35.) 

To  attorney  in  120  days. — One  department  store  reported 
the  success  of  a  collection  routine  which  is  practically  auto- 
matic in  its  operation,  placing  an  unpaid  account  in  an  at- 
torney's hands  for  aggressive  action  in  four  months  after  due 
date. 

The  store's  accounts  receivable  are  in  thirty-six  ledgers. 
Three  collection  stenographers,  trained  girls,  are  assigned 
to  twelve  ledgers  each.  A  girl  gets  over  her  ledgers  once  in 
ten  days.  All  accounts  are,  accordingly,  reviewed  three  times 
a  month. 

Without  exception,  when  an  account  is  found  thirty  days 
overdue,  the  correspondent  sends  a  special  statement  form. 
If  the  account  is  not  paid,  there  is  automatically  a  form  letter 
at  ten-day  intervals  until  four  have  been  sent.  This  total 
])rocess  occupies  fifty  days.  As  the  analyzer  dispatches  a 
letter,  she  places  a  notation  upon  the  ledger  sheet. 

If  account  is  now  mipaid,  the  analyzer  prei)ares  a  collec- 
tion card  for  the  collection  department.  This  card  gives 
name,  date,  residence  and  business  addresses,  amount,  occu- 
l)ation,  credit  limit.  Within  a  blank  form,  balances  are  dis- 
tributed by  months;  another  section  shows  payments  and 
dates.  The  reverse  side  is  used  by  the  collection  department 
for  record  of  effort. 


i66  RETAIL  CREDIT  PRACTICE 

The  collection  department  has  another  series  of  letters. 
These  include  letters  ostensibly  from  a  firm  of  collection 
attorneys.  The  collection  manager  uses  the  telephone,  the 
services  of  two  collectors,  and  special  letters.  If  success  is 
not  met  with  then,  in  accordance  with  routine,  the  account 
must  be  in  the  attorney's  hands  120  days  after  the  due  date. 
There  is,  ordinarily,  immediate  liquidation,  if  such  can  be  ac- 
complished by  legal  process. 

This  strict  routine,  it  is  admitted,  results  in  the  loss  of 
some  customers.  There  is  an  occasional  special  statement 
returned  with  check  and  instructions  to  close  the  account. 
Weighing  advantages  and  disadvantages,  however,  the  credit 
department  considers  the  system  efficient. 

The  collection  card  is  filed  alphabetically  in  the  collection 
department.  A  small  card  is  made  out  for  a  1  to  31  tickler 
file  when  the  collection  card  is  prepared.  When  account  is 
finally  disposed  of,  the  collection  card  is  transferred  to  the 
customer  information  file. 

Ninety-day  delinquents  reported  to  credit  bureau. — Alem- 
bers  of  the  credit  bureau  at  Spokane,  Wash.,  report,  on  green 
cards,  all  customers  who  become  ninety  days  delin(juent. 
These  cards  are  on  file  in  the  bureau.  If  the  delinquent  at- 
tempts to  open  an  account  at  a  store  which  calls  the  bureau, 
the  bureau  checks  the  card  to  discover  the  actual  time  taken 
to  liquidate. 

Credit  managers  of  Elmira,  N.  Y.,  introduced  through  the 
credit  bureau  a  successful  S3'stem  for  discussing  ninety-day 
delinquents  at  group  meetings. 

Record  of  collection  effort. — There  are  four  general  meth- 
ods for  maintaining  records  and  necessary  files,  in  corres- 
pondence and  otlicr  collection  effort,  l^he  combination  of  a 
1  to  31  tickler  file  and  correspondence  file  is  common.  When 
cfdlection  effort  begins  upon  an  account  a  card  is  made  out 
for  it.     This  is  filed  ahead  to  the  date  when  foUowup  should 
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occur.  Notations  are  made  upon  it.  Carbons  and  customer 
letters  are  in  a  correspondence  file. 

Another  plan  files  in  the  1  to  31  tickler  a  carbon  of  collec- 
tion letter  or  memo  of  other  treatment. 

Still  another  tickler  is  alphabetical,  having'  for  each  letter 
two  divisions.  In  one  division  are  filed  cards,  carbons  or 
memoranda  for  attention  during  the  period  between  the  1st 
and  15th  of  the  month ;  in  the  second,  for  the  period  between 
the  15th  and  30th.  This  system  attacks  a  weakness  of  those 
tickler  systems  with  which  the  office,  desiring  to  locate  a 
collection  card  or  carbon,  has  no  way  of  quickly  finding  it. 

In  other  practice,  ledger  sheets  or  cards  themselves  are 
worked  from.  The  customer  information  card  is  sometimes 
used  for  collection  record. 

A  code  assists  in  maintaining  efificient  collection  records. 
Key  numbers  and  figures  will  indicate  date,  letter,  telephone 
call,  visit,  etc.  Thus,  "9-20-28-A"  means  that  on  September 
20,  1928,  form  notice  "A"  was  sent.  A  request  for  extension 
of  time  to  October  25  is  noted  with  date,  date  of  promised 
payment,  and  explanation ;  thus,  "Ext.  10-25,  wife's  illness, 
9-20-28F,"  "F"  being  a  form  acknowledgment. 

The  record  of  collection  treatment  should  be  so  main- 
tained that  a  customer's  history  over  a  period  of  many 
months  can  be  readily  examined. 

Monthly  collection  treatment  summary. — A  monthly  sum- 
mary of  collection  treatment  is  recommended.  Figures  for  a 
typical  month,  April,  1928,  of  one  department  store,  15,000 
accounts,  were  319  special  letters,  40  telephone  calls,  and  861 
form  letters — 1,220  items,  roughly  treatment  for  8%  of  ac- 
counts, assuming  each  item  of  treatment  to  be  for  an  indi- 
vidual account,  which  it  was  not.  Contract  accounts  around 
1,000,  involved  85  telephone  calls,  92  personal  calls,  and  80 
form  letters,  257  items,  approximately  25%  of  accounts. 
This  department  store  has  accumulated  this  data  over  a 
period  of  years  and  finds  comparison  value  important. 
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Rating  the  delinquency. — Individual  or  mass  rating  of  de- 
linquency occurs  in  normal  collection  routine.  Delinquencies 
can  be  grouped  as  high-grade  at  one  extreme,  low-grade  at 
the  other,  with  a  number  of  groupings  between. 

All,  or  nearly  all,  new  customers  may  be  rated  as  requiring 
early  attention  in  delinquency,  on  a  policy  to  treat  otherwise 
only  that  customer  in  store  experience  who  is  found  to  merit 
delayed  attention. 

The  individual  store's  customer  group  has  an  average 
credit  rating  which  fundamentally  determines  how  soon,  on 
the  average,  delinquencies  must,  in  the  interests  of  credit 
safety,  be  given  attention  and  how  rapid  treatment  will  be. 
Average  practice  is  based  on  this.  It  is  practically  always 
desirable  to  separate  customers  into  groups.  A  telephone 
company  has  three  groups.  The  first  group  is  permitted  to 
g(j  over  thirty  days  without  collection  treatment ;  the  second 
receives  telephone  treatment  beginning  the  20th;  the  third  is 
given  immediate  attention  when  the  account  becomes  past 
due.  There  is  constant  shifting  of  customers  from  one 
group  to  another. 

Influence  of  business  conditions. — With  a  change  in  man- 
agement, estaljlished  stores  have  had  average  collection 
])ercentage  raised  10%  in  six  months.  Groups  of  large  stores 
have  passed  through  small  depressions  with  a  drop  of  group 
collection  percentage  of  no  more  than  5%.  It  requires  more 
effort,  greater  skill,  under  some  conditions  than  under 
others,  U)  make  a  favorable  collection  showing,  but  situations 
in  which  such  cannot  be  made  consistently  by  a  competent 
credit  man  are  rare  for  nearly  all  stores.  Business  condi- 
tions re])resent  only  one  of  the  factors  affecting  collections: 
policies  nc-arl)-  always  can  be  adapted  to  them  and  a  satis- 
factory collection  result  secured. 

Relation  of  expended  effort  to  results. — collection  efiijrt  is 
a  store  expense,  and  management  naturally  desires  to  reduce 
it   if  feasible.      Up  to  a  certain  point,  skill  is  a  substitute  for 
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volume  and  cost  of  effort.  It  is  usually  true  that  the  j:i;-reater 
the  effort  made,  the  higher  tlie  proportion  of  outstandings 
collected. 

Dealing  \\-itli  difficult  claims  in  particular,  a  determined 
attitude  toward  all,  with  faith  in  the  law  of  averages,  is  more 
successful  in  collections  accom])lished  than  a  ])olicy  of  at- 
tempting to  decide  early  the  claims  "it  won't  pay"  to  work 
on.  When  the  choice  is  l)etween  total  loss  of  an  account 
and  collections  at  high  cost,  the  latter  are  very  profitable. 

Seven  collection  appeals. — The  considerations  brought 
into  iday  in  collection  effort,  \\hich  induce  delincjuents  to 
make  payment,  are,  principally,  (a)  good-will,  which  in  one 
aspect  is  the  delincjuent's  desire  to  retain  the  store's  good- 
will, and  in  another  the  delinquent's  good-will  toward  the 
store;  (b)  honesty- — a  sincere  desire  to  perform  obligations 
which  have  been  assumed;  (c)  sense  of  fairness;  (d)  regard 
for  reputation;  (e)  pride;  (f)  shame;  (g)  fear. 

Although  the  fear  motive  is  important — because  it  impels 
some  people  to  i)ay  when  other  considerations  will  not  and 
obviates  expense  of  legal  process — the  proportion  of  ac- 
counts collected  through  it  in  well-managed  credit  depart- 
ments is  small. 

The  ])rocess  of  collection  begins  with  use  of  the  construc- 
tive appeals  and  passes,  if  they  are  ineffective,  to  drastic 
suggestion. 

Collection  methods  of  four  kinds. — Collections  are  made 
in  four  principal  ways.  Which  shall  be  used,  and  how,  is 
determined  by  the  individual  account.  Credit  and  collection 
men  have  develo])ed  combinations  of  methods  in  great  vari- 
ety, seeking  systems  which  will  collect  most  economically 
and  efficiently. 

Mail  effort. — Most  delinquencies  can  be  handled  by  mail, 
at  a  cost  lower  than  is  entailed  by  other  methods.  The 
message  which  the  postman  delivers  can  be  made  very  tact- 
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ful  and  inoffensive.  The  volume  of  collections  made  by  mail 
far  exceeds  those  effected  by  any  other  method. 

Collecting  by  telephone. — This  general  method  is  increas- 
ingly used.  The  system  of  a  great  many  stores  can  be 
improved  by  diminishing  letters  and  personal  calls  in  favor 
of  the  telephone.     The  advantages  of  the  telephone  are  that 

(a)  it  secures  direct  contact  with  the  customer  and  develops 
the  cause  of  delinquency,  securing,  usually,  a  promise  to  pay; 

(b)  many  people  impervious  to  mail  efforts,  up  to  a  certain 
point,  dislike  the  telephone  call  and  pay  promptly  to  avoid 
it;  (c)  the  telephone  is  rapid;  the  nature  of  delinquency  may 
be  such  that  mail  methods  are  too  slow. 

Personal  calls. — These  are  of  diminishing  importance  in 
retail  credit.  ]More  and  more  stores  learn  how  to  collect,  at 
less  expense,  with  fe^ver  collectors  or  none  at  all.  Personal 
calls  are  valuable  in  (1)  getting  at  the  facts  in  a  situation 
quickly,  when  other  methods  have  failed;  (2)  treating  ac- 
counts where  the  skip  risk  is  abnormally  high;  (3)  bring- 
ing the  possibilities  of  the  interview  to  a  situation  in  which 
letters  have  been  unsuccessful.  The  personal  call  is  more 
insistent  than  either  letter  or  telephone. 

Professional  collection  service. — The  proportion  of  all  ac- 
counts requiring  the  services  of  attorney  or  collection  agency 
is  very  small,  where  credit  is  extended  with  care  and  collec- 
tions given  the  proper  amount  of  attention.  Once  an  account 
is  placed  with  an  attorney,  settlement  of  the  account  with 
business  relations  continued  is  a  lost  possibility;  further, 
collection  involves  a  commission  and,  perhaps,  other  costs. 
Prcjfessional  service,  however,  in  particular  as  it  enij-jloys 
legal  process,  will  collect  accounts  which  can  be  liquidated 
in  no  other  way. 

Tests  and  comparisons. — The  established  collection  rou- 
tine should  be  sul)jected  at  frequent  intervals  to  efficiency 
tests  and  comparisons.  .\  monthly  collection  percentage 
record  is  a  current  meastu'e  of  acoom])li^hnient,  and  sets  up 
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figures  which  the  credit  department  should,  until  an  apparent 
limit  is  reached,  strive  constantly  to  excel.  Credit  men 
should  cooperate — this  can  be  arranged  through  the  credit 
Inireau — for  monthly  exchange  of  store  collection  experi- 
ence. .\  strict  policy  for  charge-offs  should  be  welcomed, 
coupled  with  effort  to  make  high  recoveries  from  such  ac- 
counts. An  inquiring  attitude  toward  collection  experience 
finds  small,  if  not  fundamental,  ways  to  increase  efTficiency ; 
changes  in  local  conditions  demand  readjustments. 


CHAPTER  XIV 
THE  COLLECTION  MESSAGE 

REMINDERS  are  the  little  j^iants  of  collection  practice.  As 
we  have  recognized  earlier,  delinquencies  in  extensive 
number  are  certain  to  occur.  Most  are  associated  with  un- 
important conditions.  The  customer  is  honest  and  means  to 
pay.    He  is  able  to  pay — if  not  at  once,  then  soon. 

The  collection  obstacle  averages  such  slight  bulk  that 
little  effort — a  mere  reminder — has  high  effectiveness. 

Reminders  are  important  because  they  effect  collection 
early  in  delinquency,  when  it  is  easiest  and  least  expensive  to 
collect.  They  terminate  delinquency,  which  compounds  in 
seriousness  with  age.  They  collect  with  the  appeal  least 
inimical  to  good-will — "You've  forgotten  to  pay  us."  All 
efficient  collection  systems  begin  with  reminders. 

Reminders  are  clipped,  pinned,  and  stuck  to  statements ; 
printed  as  slips,  padded,  sent  singly  in  envelopes;  written  in 
ink,  typed,  or  rubber-stamped  on  statements ;  embodied  in 
forms  of  notehead  size,  conveyed  as  form  letters.  The  re- 
minder can  be  by  telephone,  as  discussed  in  another  chapter. 

An  effective  reminder  directs  the  customer's  attention 
toward  action  which,  for  the  moment  at  least,  is  apart  from 
his  thoughts — ])aying  the  account.  Second,  it  indicates  the 
store's  ex])ectati()n,  \vhich  is  early  ])ayment.  Third,  it  pro- 
duces payment. 

So  long  as  these  objects  are  accomplished,  the  reminder 
is  successful  in  its  positive  aspects.  More  must  l)e  done.  The 
reminder  must  be  so  constructed  that  possible  offense  to  the 
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customer   is,    if   not    completely    eliminated,    at    least    much 
minimized. 

Effective,  yet  inoffensive,  reminders. — Here  are  rules  in 
building  the  reminder  which,  if  heeded,  contribute  to  effec- 
tiveness while  making-  it  safe. 

1.  Make  the  gesture  a  small,  unobtrusive  one.  The  ef- 
fectiveness of  stickers,  many  of  which  have  been  created  and 
put  to  extensive  use.  undoubtedly  results  in  part  because 
they  do  not  overdignify  the  act.  The  sticker  is  a  printed, 
form  device  attached  to  a  statement  with  very  little  effort. 
The  delinquency  is,  from  the  customer's  standpoint,  a  minor 
matter.  His  attention  is  called  to  it  with  a  minor  device. 
Ordinarily,  the  first  reminder  of  delinquency  should  be  very 
brief ;  printed  or  duplicated  forms,  small  in  size,  are  found 
effective. 

2.  The  wording  should  be  pleasant ;  there  should  be  mani- 
fest friendliness.  How  long  a  store  waits  before  sending  a 
reminder  must  affect  the  warmth  of  its  message.  Certainly, 
^\•hen  delinquency  is  still  a  minor  thing,  the  store  can  use,  if 
it  wishes,  "Dear  Customer,"  for  its  form  salutation.  It  can 
put  friendly  words  into  the  message,  as,  "Many  thanks  for 
your  attention  to  this." 

3.  Humorous  message  and  cartoon  can  be  used  to  excel- 
lent advantage.  The  psychology  is  sound.  The  device  which 
reminds  the  customer  makes  him,  simultaneously,  smile. 
Smiles  draw  people  closer  together.  The  humorous  sticker 
demonstrates,  also,  the  friendly  attitude  of  the  store. 

4.  The  reminder  can  be  skilfully  constructed  to  eliminate 
any  suggestion  of  criticism.  "We  know  the  little  things  are 
so  easy  to  overlook — "  is  the  reminder  of  one  store,  for  nu- 
merous small  accounts.  "Won't  you  help  us  by  giving  your 
attention  to  this  one?" 

5.  The  friendly  feeling  of  the  store  may  be  indicated  by 
combining  the  reminder  \\ith  a  suggested  purchase.     Some 
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-KCCeUNTS  ARt  PAYABLE  IN  PULL  BY  THE  10TM  OP  MONTH  POLLOWINO  MONTH  OP  PURCHAM 


Telephone  Main  I32t 


Spokane,  U.  S.  A» 


CULBERTSON'S— Spokane.  Wash 


PAST  DUE  balance 


5.QJDAYS 

IS  THE  l.Sl'AL  <):>HN 
ACCOL.S  r  .S.\LhS  TUKMS. 
PLEASE  CO-Oi'b-U.'.  Ti-:  iiV 
RE.Min  i.NO  PkOMI'TLV. 

Tu.i.yt:  VOL- 


WE  WILL  APPRECIATE  YOUR  CHECK  TO  BALANCE  ABOVE  ACCOUNT 


Fig.  23.     A  Special  Statement  Fokm   Used  for  Reminders, 
Which  are  Stamped  in  Green  Ink. 


stores  include  advertising  stuffers  in  letters  containing  a  first 
reminder. 

All  of  the  foregoing  principles  may  be  used  for  form  re- 
minders and  also  for  accounts  considered  so  delicate  that  an 
individual  reminder  plan  is  employed.  "You've  always  been 
one  of  our  1)est-paying  customers,"  a  clothier  wrote,  with  his 
fountain  pen,  on  a  statement  of  an  account  sixty  days  over- 
due. "What's  the  trouble,  Mr.  Douglas?  Haven't  our 
statements  reached  you?" 

As  much  creative  skill  can  go  into  a  reminder  as  into  a 
sales  letter.     The  task  is  clean-cut — the  customer  must  be 
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. 192__ 


In  Account 
With 


Sixteenth  at  Stout 
DENVER 


ANALYSIS  OF  YOUR  ACCOUNT 


Month 

Year 

Charges 

Cash 

Mdse.  Cr. 

Balance 

IM  1-28     M.  &  D. 


amount  past  due 

Current  Purchases 

Total  Amt.  Due 


The  above  analysis  shows  the  aaual 
condition  of  your  account.  We  will 
appreciate  your  prompt  attention  to 
that  portion  which  is  past  due. 

Fig.  22.    A  Xu\el  l^iiiNDtu  i.\  Card  Form, 


176  RETAIL  CREDIT  PRACTICE 

reminded  without  offense.  Excellent  printed  reminders  are 
available  at  moderate  cost.  The  National  Retail  Credit 
Association  offers  a  sticker  series  so  low  in  price  that  econ- 
omy— apart  from  proved  effectiveness — should  interest 
credit  grantors  in  it.     It  features  the  association  emblem. 

Pen-and-ink  reminders. — Reminders  in  ])en  and  ink  are 
considered  by  some  more  effective  than  printed  or  stamped 
messages.  One  credit  manager  who  writes  in  a  pleasing 
hand  such  reminding  messages  as,  "Overlooked?''  "Have 
you  forgotten  this?"  "Please!"  reports  50%  returns — pay- 
ments or  explanations.  These  reminders  are  upon  state- 
ments sent  out  at  two  points  in  the  month — 11th  to  15th  and 
20th  to  25th. 

Reminders  with  form  for  payment  promise. — A  clothing 
store  sends  customers,  ten  days  after  an  account  is  due,  a 
reminder  asking  the  customer  in  friendly  language  when  it 
may  expect  payment.  The  form  has  a  blank  at  the  foot  for 
customer's  reply.  A  second  reminder  to  the  same  effect  is 
used  if  first  is  not  heeded.  This  system  gets  check  or 
promise  from  nearly  all  delinquents. 

Note-size  blotter  reminders. — A  series  of  note-size  blotters 
of  a  dairy  products  company  are  reported  by  Ruel  McDaniel 
in  Dairy  Producfs  Mcrchandisincj.  These  are  sent  to  all  de- 
linquents at  five-day  intervals,  beginning  on  the  fifteenth  of 
the  month. 

1.  "wi:  AR1-:  Axxious 

To  Hear  I'rom  ^'ou 

There  arc  two  ways  that  you  can  let  us 
know  why  you  have  not  i)ai(l  us  this  jvast  due 
account. 

I'.ithcr  jihoiu'  or  placi'  a  clic-ck  in  the  mail 
Todav,   IMcase,  S 
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2.  "$25.00  REWARD 

Dead  or  Alive 
for  information  as  to  why  all  the  hills  on  onr 
desk  have  not  heen  paid. 

^'our  eheck  for  v$  has  heen  missing  since 

Fel)rnary  10th." 

3.  "WHEN  GABRIEL  BLOWS 

His  Horn  and  St.  Peter  Opens  the  Gate 


What    are    you     going    to     do    ahout    that 

S  ?"' 

4.  "IF  IT'S  STRIXG  YOU  XEED 

We  have  it  to  remind  you  that  your  check  for 
February  account  has  not  reached  us. 
\Miy  not  drop  it  in  the  mail  NOW? 
It's  only  $  .   and  we  will   appreciate 

your  promptness  very  much." 

Around  the  fourth  reminder  is  wrapped  a  full  yard  of 
green  twine. 

Reminder  before  delinquency. — A  telephone  company  uses 
reminders,  for  certain  types  of  accounts,  before  delinquency 
occurs.  If  it  is  known  that  the  financial  standing  of  the  cus- 
tomer is  "shaky" ;  if  the  customer's  previous  month's  bill  was 
not  paid  until  very  late  in  the  month;  the  collection  depart- 
ment may  attach  to  the  inonthly  statement  a  reminder  that 
the  account  must  be  met  by  a  stated  date. 

Five  collection  letter  questions. — Those  credit  grantors 
who  do  not  use  stickers  or  other  statement  messages  usually 
employ  a  first  collection  letter  which  is  in  itself  only  a  re- 
minder. After  the  reminder  comes  the  letter  in  nearly  all 
collection  plans.  The  letter  is  personal,  cheap,  and  suscep- 
til)le  of  ada])tation  to  the  individual.  Written  with  skill, 
each  letter  of  a  series  builds  on  the  j^receding  ones.     With 
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little  use  of  drastic  appeals,  letters  will  collect  nearly  all  ac- 
counts.    Several  practical  questions  arise. 

What  stationery  shall  be  used? — It  is  considered  good 
practice  to  include  on  letterheads  the  names  of  credit  mana- 
ger and  department,  and  credit  association  affiliations.  Some 
stores  use  the  emblem  of  the  National  Retail  Credit  Associa- 
tion. Lines  like  this  are-  found,  undoubtedly  contributing 
effectiveness — "Our  credits  are  checked  through  the  Retail 
Merchants  Association  and  National  Retail  Credit  Associa- 
tion." One  store  places  in  small  type  in  red  ink  at  the  foot 
of  letterheads  a  quotation — "He  who  is  silent  when  he  ought 
to  have  spoken,  shall  not  be  heard  when  he  ought  to  be 
silent,"  ascribed  to  a  Supreme  Court  opinion.  Credit  slogans 
are  used,  like.  "A  good  credit  reputation  is  better  than  money 
in  the  bank."  The  letterhead  "loaded"  with  propaganda 
may  be  reserved  for  intermediate  or  late  use  in  the  letter 
series.  Noteheads  for  early  messages,  full-size  letterheads 
for  later,  are  found.  First  letters  may  be  on  stationery  im- 
printed, "Credit  Department";  later  letters,  "Collection  De- 
partment." 

Quality  of  paper  and  printing  is,  in  practice,  decided  in 
conflicting  ways.  The  type  of  customer  is  perhaps  the  most 
important  factor.  Except  as  a  store's  customer  group 
grades  low,  cheapness  in  letterheads  is  not  good  judgment. 

Envelopes  with  a  post  office  box  return  card  are  a  device 
to  insure  that  recipient  opens  and  reads  the  message. 

Who  shall  write  the  letter? — The  answer  is  in  credit  de- 
partment organization.  In  small  businesses,  the  credit  man- 
ager himself  writes  all  collection  letters.  In  a  large  store, 
collection  letters  may  fall  ])rincipally  upon  the  collection 
manager,  responsible  to  the  credit  manager. 

A  high  proportion  of  all  collection  letters  should  be  of  a 
simple  routine  nature,  and  it  is  practical  to  develop  stenog- 
rapher-assistants able  to  write  them  well.  All  the  early  letters 
of  om-  reporting  store,  for  example,  are  written  by  a  stenog- 
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rapher,  whose  letters  pass  for  signature  over  the  credit 
manager's  desk.  He  "inspects"  them  at  this  time.  Model 
letters  written  by  a  credit  or  collection  manager  may  be 
guides  for  the  collection  correspondent.  In  most  offices  a 
portion  of  accounts  at  all  stages,  and  most  accounts  at  final 
stages,  of  collection  will  be  handled  for  letter-writing  by  the 
credit  or  collection  manager. 

How  many  letters  shall  be  written? — Three-,  four-,  and 
five-letter  series  are  most  common.  When  the  store  em- 
ploys a  collector,  the  letter  series  is  frequently  shortened  to 
three  or  less.  An  Oakland,  Calif.,  store  has  obtained  a  high 
collection  percentage  with  one  or  two  special  letters  fol- 
lowed by  collector's  call.  Some  stores  turn  to  the  telephone 
after  one,  two,  or  three  letters.  A  large  proportion  of  col- 
lection letter  practice  is  on  the  basis  of  three  to  five  letters, 
then  use  of  attorney  or  other  collection  service. 

Special  circumstances  arise,  occasionally,  to  make  a  longer 
letter  series  the  best.  A  customer  of  high  type,  in  respect  to 
financial  standing  and  buying,  may  be  sent  four  or  five  re- 
minder-type letters  before  any  other  appeal  is  used. 

Early  letters  sometimes  develop  a  delinquency  cause  which 
increases  letter-writing.  The  debtor's  actual  inability  to 
pay  may  be  learned;  he  makes  a  promise.  He  does  not 
meet  this ;  then  pays  in  small  sums.  By  the  time  the  account 
is  collected,  perhaps  eight  or  ten  letters  have  been  used.  So 
long  as  additional  letters  serve  no  purpose  of  value,  a  store 
naturally  will  not  write  them ;  on  the  other  hand,  if  two  or 
three  additional  letters  will  effect  collection  and  also  retain 
good-will,  the  delay  and  added  letter  cost  are  properly 
incurred. 

What  shall  be  the  interval  between  letters? — The  shorter 
the  interval  between  collection  letters,  the  greater  the  ac- 
cumulated pressure.  Also,  the  time  which  will  normally 
elapse  between  beginning  of  effort  and  final  result,  is  re- 
duced.   A  short  interval  carries  the  inference  that  the  credi- 
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tor  "means  business,"  whereas  a  long  period  may  be  inter- 
preted, "This  store  is  easy — I  can  take  my  time." 

Against  the  short  interval,  it  is  argued  that  time  is  an 
essential  element  in  collections,  and  that  short  intervals  in- 
crease the  number  of  letters  sent  and  the  collection  cost. 
Letters  sent  at  closer  intervals  than  are  required,  moreover, 
increase  the  danger  of  ofifense. 

A  low-grade  delinquency  ordinarily  should  have  a  faster 
collection  series  than  a  high-grade.  An  occasional  customer 
may  be  rated  so  high  that  the  interval  between  letters  may 
be  a  month  or  even  two  months. 

The  time  of  starting  the  collection  efifort  influences  the 
interval.  Some  stores  begin  the  series  for  the  majority  of 
accounts  at  45  days,  others  at  60  days,  and  still  others  at  90 
days.  Shorter  intervals  ordinarily  will  be  associated  with  the 
second  and  third  policies.  The  average  interval  is  shorter 
when  dealing  with  instalment  delinquencies  than  with  thirty- 
day.  Some  stores  time  letters  to  coincide  with  customer's 
payday  or,  perhaps,  with  the  predominating  paydays  of  the 
community.  Thus,  if  most  customers  are  paid  on  the  1st  and 
the  15th,  collection  letters  are  sent  to  reach  them  on  these 
days ;  if  customers  are  paid  weekly,  the  interval  between 
letters  is  seven  days. 

Stores  with  large  groups  of  customers  find  that  one  inter- 
val seems,  on  the  average,  to  be  the  right  one.  In  general, 
seven  days  is  a  short  interval  and  thirty  days  or  more  a 
long  interval,  with  ten-day  and  two-week,  or  fifteen-day,  in- 
tervals very  common.     Five-day  intervals  are  found  in  use. 

Regularity  in  ft^llow-u]:)  is  important.  A  wide  cause  of 
inefficiency  in  credits  is  making  the  writing  of  collection 
letters  a  task  to  l)c  d(jne  as  opportunity  occurs.  A  regular 
routine  should  l)e  adhered  to. 

Shall  form  letters  be  used? — The  personal  letter  makes 
possible  letter-writing  specifically  adajUed  to  the  individual 
situation.      It    ob\ioiisly — if    the    correspondent    is    a    skilful 
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letter-writer — permits  collection  in  faster  time  and  with 
minimum  average  disturbance  of  good-will.  It  is,  however, 
much  more  expensive  of  credit  or  collection  manager's  time 
than  is  the  form  letter.  It  must  be  personally  typed,  whereas 
the  form  may  be  multigraphed. 

Form  letters  save  time  and  expense.  Form  letters  can  be 
carefully  selected  and  retained  only  as  they  demonstrate  re- 
sultful  qualities.  The  use  of  form  letters  for  minor  situations 
gives  the  credit  man  time  for  important  things. 

The  form  letter  becomes  a  device  effective  for  collection 
results  for  two  reasons.  One  is  the  limitation  of  collection 
letter  appeals  to  a  comparatively  small  group.  The  second 
reason  is  the  recurrency  of  type  situations,  discussed  at 
length  in  the  next  chapter. 

Granting  the  qualities  of  the  personal  letter,  it  is  hard  to 
conceive  of  a  store  which  will  not  use  to  some  extent  the 
form  principle.  Having  half  a  dozen,  sixty,  or  eighteen 
hundred  delinquents  whom  a  single  collection  message  fits, 
why  write  individual  letters  to  all? 

The  volume  of  form  treatment  will  normally  vary  from 
one  business  to  another,  with  the  customer  group,  credit 
department  personnel,  and  general  credit  policies.  It  is 
nearly  always  desirable  that  form  letter  policies  permit — 
and  insure — use  of  personal  letters  in  those  cases  where  the 
personal  letter  is  the  preferable  medium. 

Nineteen  collection  letters. — Instead  of  piling  up  appeals 
in  the  single  letter,  general  collection  practice  uses,  if  neces- 
sary, a  number  of  letters  and  incorporates  in  each  a  princij)al 
appeal.  The  most  friendly  and  least  offensive  appeals  are 
used  first.  The  authors  present  a  resume  of  nineteen  type 
letters.  The  arrangement,  in  general,  has  regard  for  the 
pressure  applied. 

1.  Reminder  type.  "You  have  overlooked  our  statement." 
"We  haven't  received  your  check  yet.  " 

2.  "Why  haven't   you   ])aid   your   account?"      If   the   cus- 
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tomer  has  a  complaint,  he  is  asked  to  state  it.  The  store 
may  ask  the  customer  what  he  wishes  to  do,  suggesting,  it 
not  stating  in  so  many  words,  its  willingness  to  cooperate. 

3.  The  terms  upon  which  the  customer  purchased  are 
called  to  his  attention  and  he  is  requested  to  pay  in  accord- 
ance with  them. 

4.  The  credit  grantor  is  aggrieved  because  debtor  has 
ignored  his  letter,  and  asks  for  an  explanation. 

5.  The  "apology"  letter  gives  some  special  personal  reason 
for  the  payment  request.     "We  need  the  money." 

6.  The  debtor's  desire  to  maintain  a  good  credit  rating  is 
either  appealed  to  or  aroused.  The  fact  that  the  store  will 
have  to  report  the  delinquency  to  the  credit  bureau  if  it  is 
not  ended,  may  be  cited. 

7.  "You've  always  paid  us  promptly  before,"  a  letter  sug- 
gests, appealing  to  the  customer's  pride.  A  variation  of  the 
appeal,  based  on  references,  is  contained  in  the  following 
letter — 

"When  you  gave  us  the  names  of  three  well-known  local  people 
as  references,  we  are  sure  you  intended  to  pay  your  account  promptly, 
and  we  are  just  as  sure  that  these  references,  speaking  well  of  you. 
expected  you  to  do  the  same. 

"But  you  have  not  done  this.  Your  account  shows  a  balance  of 
$54,  due  April  1.  It  is  now  the  13th  of  June.  We  have  sent  you 
three  statements  and  two  letters,  but  you  have  neither  paid  nor  made 
explanation. 

"^'ou  owe  it  to  yourself  to  retrieve  your  reputation:  you  owe  it 
to  friends  and  acquaintances  who  speak  well  of  you  to  meet  this  ac- 
cf)unt  at  once." 

8.  Appeal  is  to  the  customer's  sense  of  fairness,  "We've 
treated  you  well — now  do  your  part !"  this  letter  says  in 
cflfect.  One  i)resentation  is  to  review  the  case,  then  ask, 
"What  would  you,  in  our  place,  do  about  this?" 

9.  The  debtor  is  asked  to  call  at  the  office — no  explanation 
given. 
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10.  The  customer  is  notified  that  account  will  be  sus- 
pended unless  payment  is  made  within  a  certain  number  of 
days. 

IL  The  letter  is  registered,  return  receipt  requested,  and 
the  message  mentions  the  fact.  Return  of  the  receipt,  it  is 
suggested,  will  establish  that  the  debtor  has  received  the 
letter.     Immediate  ])ayment  of  account  is  requested. 

12.  The  customer  is  told  that  unless  account  is  settled  by 
a  named  date,  it  will  be  referred  to  the  "Collection  Depart- 
ment" or  reported  to  the  credit  bureau. 

13.  "We  have  received  a  request  for  information  concern- 
ing your  credit  rating,"  begins  an  indirect  approach.  "We 
do  not  like  to  have  to  report  the  present  situation  between 
us — an  account  several  weeks  overdue,  coupled  with  your 
absolute  silence  before  our  frequent  statements  and  letters. 
Won't  you  meet  this  account  in  full  at  once,  so  that  we  can 
report  a  clean  slate?" 

14.  A  letter  is  sent  to  the  customer's  business  address, 
after  several  letters  to  residence  address  have  been  unsuc- 
cessful. The  customer's  previous  good  credit  record  is  re- 
ferred to,  and  the  surmise  made  that,  in  some  manner,  letters 
concerning  the  account  have  not  been  reaching  the  debtor. 

15.  Nearly  any  appeal  can  be  dramatized.  The  method 
has  successful  practice  to  commend  it.  Here  is  a  typical 
example — 

"On  a  list  of  accounts  referred  to  our  COLLECTION  DE- 
PARTMENT which  was  put  before  Mr.  Evans,  the  general  mana- 
ger, yesterday,  was  your  name.  Your  account  amounting  to  $68.10 
is  now  ninety  days  overdue. 

"Mr.  Evans  called  me  in.  'Smith,'  he  said.  T  don't  understand 
John  Brown's  name  being  on  this  list !  I  don't  like  the  idea  at  all  of 
])utting  an  account  against  him  in  the  Collection  Department.' 

"  'Well,'  I  replied,  'I  have  .sent  him  three  statements  and  two  let- 
ters and  he  hasn't  replied !' 

"  'Write  him  one  more  letter,'  Mr.  Evans  instructed  me.   'Ask  liim 
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what  the  trouble  is.  Tell  him  we  don't  aim  to  put  an  account  in  the 
Collection  Department  for  special  attention  unless  it  belongs  there. 
Tell  him  if  he  has  any  complaint  coming,  to  make  it,  for  I  believe  in 
taking  care  of  customers.  Write  that  way  to  Mr.  Brown,  and  I 
think  he'll  drop  in  to  see  us  or  send  us  his  check.' 

"This  is  why  I  write  you,  Mr.  Brown.  I'll  hold  the  matter  open 
for  five  days,  and  I  sincerely  hope  you  will  get  in  touch  with  us." 

16.  Legal  action  is  in  the  ofifing.  yet  there  is  still  regard 
for  the  customer's  good-will.  A  letter  may  shift  responsi- 
bility for  drastic  action,  if  necessary,  from  the  credit  manager 
to  a  house  rule. 

"The  regular  policy  of  the  Blank  Department  Store  for  years  has 
been,  when  a  customer  has  failed  to  respond  to  three  polite  and 
friendly  letters  concerning  an  overdue  account,  automatically  to  place 
the  account  in  a  lawyer's  hands  for  collection.  When  the  company 
adopted  this  rule  years  ago,  it  was  based  on  the  assumption  that  the 
customer  who  ignores  letters  has  decided  not  to  pay  voluntarily,  and 
much  as  resort  to  legal  force  was  disliked,  the  company  should  have 
recourse  to  legal  procedure  to  collect  an  honest  debt. 

"I  am  put  in  a  delicate  position  by  this  house  rule.  You  have 
failed  to  reply  to  my  letters,  and  yet  you  are  not  a  customer,  I  believe, 
for  whom  it  should  be  necessary  to  resort  to  a  law  ofifice. 

"I'll  hold  the  matter  in  abeyance  for  four  days.  ^Meanwhile,  won't 
you  please  call  or  let  me  hear  from  you?" 

17.  "Eventually — why  not  now?"  The  customer  is  told, 
in  effect,  that  he  will  have  to  pay  the  account  some  time,  like 
other  debtors.     Why  not  do  it  now? 

18.  The  expense  and  effect  on  reputation  of  collection  by 
legal  process  are  intimated  in  some  detail.  This  appeal, 
naturally,  is  used  with  greatest  effect  on  less  sophisticated 
customer  groups. 

10.  A  simple  brief  statement  that  unless  payment  is  made 
the  account  will  be  referred  to  attorney  or  agency. 

How  appeals  are  used. — When  delincjuent  accounts  are 
given  individual  treatment,  the  letters  used,  proceeding  from 
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mild  to  severe  in  appeal,  will  l)e  found  largely  drawn  from  the 
foregoing  general  list.  First  letters  nearly  always  are  of  the 
reminder  type;  final  letters  either  propose  to  refer  claim  to 
collection  department,  which  itself  writes  letters  repeating 
appeals  and  culminating  with  the  legal  process  suggestion, 
or  conclude  the  series  in  the  same  manner.  By  arrangement 
with  attorney,  one  or  more  form  letters  are  sometimes  sent 
from  the  stor.e  on  the  attorney's  stationery.  These  give  the 
debtor  a  chance  to  explain  and  i^ay ;  they  elaborate  on  the 
meaning  of  legal  process. 

Between  the  reminder  letter  and  the  final  letter,  there  usu- 
ally will  not  be  more  than  two  or  three  letters.  These  can 
be  selected  for  special  application  to  the  individual  account. 
The  transition  from  mild  appeal  to  drastic  is  rapid  with  low- 
grade  delinquents,  and  slow  with  high-grade  delinquents. 

The  "urge  to  action." — The  collection  letter  should  prac- 
tically always,  at  the  close,  have  in  graceful  phrasing  a  direct 
suggestion  for  payment.  In  earlier  letters  or  to  high-grade 
delinquents,  this  may  be  qualified,  in  that  payment  or  ex- 
planation is  asked  for.  The  payment  request  can  be  made 
in  rude  manner  to  cause  oftense  or  it  can  be  couched  in  in- 
offensive words  having,  nevertheless,  "urge."  Here  are 
sample  good  "closes" — 

"Won't  you  send  your  check  in  full  TODAY,  so  you  won't 
forget?" 

"A  return  envelope  is  enclosed  for  your  convenience  in 
sending  check." 

"Thank  you  so  much  for  an  early  check  in  payment." 

"We  \vant  you  to  let  us  hear  from  you.  and,  best  of  all.  if 
possible,  with  a  check!" 

"May  we  have  your  check  in  settlement  at  once?" 

"We  shall  expect  your  check  return  mail  in  settlement  of 
this.    Thank  you." 

Addressed  envelopes  make  it  easier  for  delinquents  to  re- 
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spond.  They  are  chiefly  used,  however,  during  later  stages 
of  the  collection  process. 

Interrupting  the  letter  series. — Generally  speaking,  letter 
effort  stops  when  the  store  makes  its  final  appeal,  the  state- 
ment that,  lacking  payment  or  an  arrangement,  the  account 
will  forthwith  be  given  to  an  attorney  or  agency. 

The  policy  is  recommended  of  interrupting,  when  feasible, 
the  letter  series,  to  obtain  additional  information  before  send- 
ing a  final  letter. 

A  report  may  be  secured  from  a  credit  bureau.  A  tele- 
phone call,  or,  if  a  collector  is  employed,  a  personal  visit, 
may  uncover  facts  leading  to  amicable  settlement.  Accounts 
are  sometimes  collected  by  telephone  or  collector  which, 
though  treated  with  an  entire  letter  series  including  a  state- 
ment that  the  law  will  be  resorted  to,  would  remain  unpaid. 
If  fresh  information  shows  no  advisability  otherwise,  the 
final  letter  is  sent. 

Stunt  letters. — The  relative  importance  of  stunt  collection 
letters  is  not  great,  yet  these  do  have  a  place  in  credit  man- 
agement. The  stunt  is,  typically,  some  idea  to  get  the  recipi- 
ent's attention  in  a  striking  way  or  to  amuse  him.  The  letter- 
heads of  a  Western  concern  pictured  a  rider  throwing  a 
lariat,  which  fell  in  a  large  loop  within  which  name  and  ad- 
dress were  typed.  A  message  upon  this — beginning, 
"Roped!"  and  written  in  cowboy  lingo — brought  response 
from  debtors  who  had  ignored  several  letters. 

Some  stunt  letters  let  down  the  tension.  Thus,  messages 
which  begin  with  a  joke,  followed  with  a  request  for  payment 
which  ties  in,  have  been  quite  successful.  Getting  the  money, 
such  letters  restore  good  feelings.  Stunt  letters  have  col- 
lected from  debtors  who  could  not  be  made  to  pay  by  legal 
process. 

The  dictation  mood. — One's  state  of  mind  when  dictating  a 
collection  letter  is  important.  A  newspaper  reporter,  sitting 
down  to  newsroom  tyi)ewriter  with  copy-paper  notes,  falls 


THE  C()T.[j-:cTic)\'  Mi-:ss.\r;E  187 

immediately,  as  he  rolls  the  paper  into  the  machine,  into  a 
characteristic  mood  which  fits  him  to  write  a  "story"  full  of 
interest.  In  writing  collection  letters,  the  correspondent 
similarly  should  have  exactly  the  right  state  of  mind.  It  can 
be  made  a  matter  of  habit,  can  be  summoned  to  one's  aid  as 
the  task  is  undertaken.  A  spirit  of  persuasiveness  should 
dominate  the  writer. 

The  best  writers  of  collection  letters  are  men  who  keenly 
possess  feeling  and  put  feeling  into  their  letters — and  that 
the  kind  which  will  get  the  desired  reaction. 

"The  attitude  I  have  toward  a  difficult  collection,"  a  writer 
of  successful  collection  letters  declared,  "is  that  'it  can  be 
done.'  I  find  by  puzzling  over  a  situation,  a  flash,  sooner  or 
later,  comes — the  happy  idea  that,  put  to  a  test,  often  brings 
payment." 

Ingenious  use  of  appeals. — In  collection  letter-writing,  in- 
genuity strengthens  appeals  and  strategies  magnify  small 
considerations  into  decisive  ones.  Here  is  a  collection  man 
who,  habitually,-  weaves  the  personal  into  his  messages.  He 
knows  store  customers  and  the  community  well,  and  such 
brief  paragraphs  as  these  appear  again  and  again  in  the 
bodies  of  letters  and  as  postscripts.  "Glad  to  notice  Mary's 
fine  showing  at  East  High.  Give  her  our  congratulations." 
"You  ought  to  be  proud  of  that  new  baby  of  yours.  I  noticed 
her  in  the  store  the  other  day  with  Mrs.  Jones.  She's  a  fine 
little  girl." 

To  another  delinquent  went,  "Anybody  could  be  excused 
for  forgetting  to  meet  an  account,  working  all  day  and  over- 
time at  the  factory,  being  the  whole  works  of  the  Eagles 
Lodge,  and  measuring  up  as  one  of  Johnsonville's  best  base- 
ball boosters,  as  you  do. 

"We  know  how  it  happened,  Jack,  and  that's  why,  so  you 
won't  forget  again,  you'd  better  write  out  your  check  and 
mail  it  to  us  right  away." 

Dwight  E.  Beebe  relates,  in  Retail  Credits  and  Collections, 
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the  story  of  a  New  York  department  store  which  bettered 
collections  measurably  through  the  collection  manager's  dis- 
covery that  many  people  were  "slow  pay"  because  they 
thought  the  extensions  were  deserved.  These  customers, 
thoroughly  responsible,  had  an  attitude  often  found  in  small 
towns,  big  towns,  and  metropolitan  cities.  The  collection 
manager  began  writing  letters  which  would  educate  them  to 
a  new  viewpoint. 

The  customer  slow  to  pay,  it  was  declared  in  effect,  made 
a  deduction  from  the  price  paid  for  merchandise.  Carrying 
accounts  cost  the  store  money — a  cost  which  was  distributed 
among  all  customers,  including  those  who  met  their  accounts 
promptly.  It  was  suggested  that,  in  fairness,  customers 
should  not  force  this  expense  upon  the  prompt  accounts.  "In 
just  a  short  time,"  Beebe  relates,  "practically  all  the  store's 
slow  accounts  were  brought  down  to  a  monthly  settlement 
basis." 

Ingenuity  finds  new  ways,  with  maintained  good-will,  of 
reducing  the  average  of  delinquency.  Ideas  collect  "hope- 
less" accounts.  The  time  which  a  merchant  or  collection 
manager  can  give  to  individual  accounts  may  be  limited,  but 
there  always  should  be  play  for  a  spirit  of  clever  originality. 

Reducing  letter  costs. — Alake  the  collection  letter  brief. 
Few  collection  letters  need  exceed  200  words,  and  most  can 
be  written  with  high  effectiveness  with  150  words  or  less. 

Check  letter  results,  and  eliminate  unproductive  letter  ap- 
peals and  forms.  Find  opportunities  to  reduce,  with  due  re- 
gard for  good-will  and  other  factors,  the  average  length  of 
letter  series.  Use  more  stickers  and  other  inexpensive  re- 
minders, and  develop  form  letters  for  all  type  situations. 
Train  assistants  in  letter-writing.  Use  the  dictating  machine. 


CHAPTER  XV 
THE  SKILFUL  USE  OF  FORM   LETTERS 

A  SAX  FRANCISCO  Credit  manager,  Wallace  C.  Stoneman, 
relates  in  Credit  Echoes  how,  without  thought  of  what 
he  might  learn,  he  sent  to  a  number  of  annoying  small  ac- 
counts a  letter  saying  that  unless  payment  was  received  at 
once  the  store  collector  would  call  at  the  debtor's  place  of 
employment. 

The  response  was  astonishing.  Full  payments,  and  part 
payments  requesting  the  store  not  to  send  the  collector, 
began  to  come  in  by  return  mail.  Stoneman  revised  the 
letter  for  general  use  as  a  form. 

The  incident  is  typical,  because  the  best  form  systems  are 
an  outgrowth  of  individual  store  experience.  A  personal 
letter  in  a  type  situation  is  so  successful  that,  changed  to 
make  of  general  applicability,  it  is  adopted  and  thereafter 
used  perhaps  ten  thousand  times. 

No  form  letter  should  be  permanently  used  unless  actual 
checking  proves  its  worth.  Always,  a  form  letter  which 
arouses  a  marked  unfavorable  reaction  should  have  immedi- 
ate attention.  Most  form  letters,  including  first  and  second 
letters  in  delinquency,  should  produce  a  disappearing  fraction 
of  cases  of  resentment  manifested  by  letter  or  telephone  call. 

Form  letter  type  situations. — Twenty-five  to  thirty  is  the 
maximum  numljer  of  form  letters  found  at  all  commonly,  and 
most  stores  have  many  less.  A  series  of  three  to  five  letters, 
the  last  announcing  that  account  will  be  given  to  outside 
parties  for  collection,  usually  begins  with  a  letter  so  mild 
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and  general  in  nature  that  it  can  be  sent  properly  to  any 
delinquent  account.  The  second  and  even  the  third  letter 
may  have  similar  inoffensive  qualities.  It  is  not  difficult  to 
construct  letters  of  this  type.     Examples  will  be  reproduced. 

Most  delinquencies  of  an  individual  store  have  the  same 
general  rating.  To  this  "typical"  rating  and  customer,  the 
form  letter  series  is  fitted..  The  form  system  may  be  adapted 
to  the  occasional  low-grade,  and  the  exceptional  high-grade, 
delinquent,  either  with  other  form  letters  or  by  adapting  the 
sending  system.  Thus,  the  first  letter  may  be  omitted  to  the 
low-grade  risk,  or  sent  with  subsequent  letters  at  narrow 
intervals.  There  may  be  delay  in  sending  the  first  letter  to 
high-grade  delinquents. 

As  form  collection  letters  reach  delinquents,  new  type 
situations  arise  for  which  forms  are  needed.  A  customer  re- 
ports sickness  or  other  good  reason  for  non-payment.  Rou- 
tine will  date  the  delinquency  ahead,  as  judgment  suggests, 
when,  automatically,  a  form  letter  goes  out  suggesting  that 
now,  undoubtedly,  the  customer  is  in  a  position  to  pay — 
"May  we  have  a  check?" 

Another  customer  promises  to  pay  at  a  certain  time.  This 
letter  is  acknowledged  by  form.  If  promise  is  not  kept,  a 
form  reminder  goes  out. 

Other  common  form  letters  are — 

To  guarantors;  to  customers  making  partial  payments 
fone  of  these  will  simply  acknowledge  and  call  attention  to 
l)alance  due;  another  will  go  into  detail,  analyzing  the  ac- 
count, and  suspending  it  until  ])ayment  has  been  made;  a 
third,  making  an  analysis,  requests  customer  to  call  at  credit 
office);  to  delin(|ucnts,  jjrojjosing  a  guaranteed  loan;  to  ac- 
counts owing  very  small  balances,  enclosing  a  coin  card;  to 
customers  retpiested  to  call  at  credit  office  (the  request  may. 
or  may  not.  have  explanation,  stipulating  call  nnist  be  made 
before   selecte<l    nicroliaiidise   is   dclixered    or   l)eforo    further 
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charges  are  made);  to  delinquents,  closing  an  account;  to 
deferred  payment  buyers. 

Do's  and  don't's  for  form  letters. — So  that  needless  letters, 
and  wrong  letters,  are  not  sent,  there  should  be  intelligent 
supervision  and  careful  r<Kitine  behind  the  sending  of  every 
missive.  A  regard  for  averages  must  be  had — mass  judg- 
ment takes  the  place  of  individualized  judgment — but  there 
still  can  be  consideration  of  the  principle  that  form  letters 
should  be  used  only  as  they  fit.  Deviations  from  the  "sys- 
tem," omitting  letters,  substituting  letters,  lengthening  or 
shortening  spacing,  should  be  made  freely  as  the  circum- 
stances show  their  need. 

Some  stores  compromise  with  the  form  principle  by  having 
form  letters  personally  typed.  If  duplicating  processes  are 
used,  the  fill-in  of  date,  name,  address,  and  salutation  should 
be  so  good  a  match  that  only  sophisticated  recipients  will 
recognize  it  for  what  it  is.  Forms  have  a  way  of  "wearing 
out,"  so  that  the  w^ording  of  most  may  w^ell  be  changed,  at 
least  in  minor  ways,  at  six  months'  or  yearly  intervals. 

Form  letters  should  be  given  code  numbers  which  the 
credit  manager  will  indicate  from  memory.  Those  to  be  per- 
sonally typed  can  be  mounted  on  boards  for  convenient  use 
by  stenographers. 

Several  department  store  forms. — When  an  account  is 
sixty  days  old,  A.  T.  Lewis  &  Son  Dry  Goods  Companv, 
Denver,  places  the  single  word,  "Please,"  in  the  center  of  the 
statement  sheet.  The  follow-up  in  most  situations  involves 
a  form  letter  sent  at  intervals  of  fifteen  to  thirty  days,  signed 
by  H.  E.  Kindig,  credit  manager.  The  first  form  letter,  mul- 
tigraphed,  with  an  excellent  fill-in  of  name  and  address, 
reads: 

"The  statement  mailed  you  the  first  of  this  month  showed  a  bal- 
ance due  from  the  ])revious  month. 

"If  the  statement  is  correct,  we  would  appreciate  a  check  at  your 
convenience." 
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The  next  letter,  also  very  mild,  is  as  follows: 

"Having  received  no  response  to  our  recent  communication  re- 
garding your  account,  we  wish  to  inquire  at  this  time  if  the  statement 
as  rendered  you  is  correct. 

"Will  you  kindly  advise  us  at  once  in  order  that  we  may  have 
proper  information  on  our  files?" 

The  third  letter  lengthens  out  by  several  lines: 

"When  we  arranged  to  extend  credit  for  purchases  made,  we  as- 
sumed that  you  were  fully  conversant  with  our  requirements  of  thirty- 
day  settlements.  Previous  reminders  have  been  sent  you  and  for  some 
reason,  which  you  have  not  made  known  to  us.  you  have  not  com- 
plied with  our  terms. 

"Your  check  in  settlement,  or  some  word  of  explanation,  is  due 
us,  and  we  hope  you  will  resp)ond  to  this  request." 

This  is  a  letter  used  for  payments  on  account: 

"We  are  disappointed  in  the  amount  of  your  last  remittance,  as  it 
still  leaves  a  balance  due  us  of  S  dating  back  to 

"Our  regular  terms  call  for  settlement  of  the  account  in  full  each 
month  unless  special  arrangement  has  been  made  with  the  Credit 
Department. 

"We  would  therefore  appreciate  a  further  remittance  on  your 
account  at  this  time." 

The  follow-up  of  this  store  is  adapted  to  the  individual 
account,  yet  75%  of  all  delinquencies,  the  authors  were  told, 
are  handled  by  form  letters.  Most  delinquencies  yield  readily 
to  reminder.  From  those  Sfunewhat  stubborn,  the  following' 
letter  produces  a  high  percentage  of  response: 

"Your  account  in  part  is  dating  back   to    Our 

terms  call  for  settlement  of  accounts  in  full  each  month.  We  there- 
fore must  ask  that  the  full  aminmt  owing,  amounting  to  § 

be  paid  before  ( 10  days),  otherwise  we  must  of  necessity  ])ennanently 
close  the  account  and  rejiort  it  as  delinquent  to  the  Retail  Credit 
Men's  Association." 
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Special  form  letters  are  developed  on  occasions.  In  Jann- 
ary,  1928,  between  the  5th  and  the  20th,  a  form  letter  was 
sent  to  all  accounts  with  unpaid  items  prior  to  Deceml)er  L 
The  letter  was  amazingly  effective,  yielding  between  50% 
and  60%  response.  It  was  multigraphed  with  matched  fill-in. 
The  letter  follows : 

"Fel)ruary  1st  is  the  close  of  our  fiscal  year,  and  at  that  time  a 
general  audit  is  made  of  accounts  showing  unpaid  items  prior  to  De- 
cember 1st. 

"An  analysis  of  your  account  shows  a  balance  due  as  of  that  date. 
and,  if  correct,  we  will  appreciate  a  cbeck  at  your  earliest  conven- 
ience. 

"Thanking  you  for  your  assistance,  we  are." 

Two  attorney  letters;  then  final  store  letter. — This  depart- 
ment store  has  an  arrangement  with  its  collection  attorneys, 
associated  with  the  local  Retail  Credit  Men's  Association, 
whereby  two  form  letters  on  the  letterhead  of  the  attorneys 
are  sent  direct  from  the  store  office  to  the  delinquent  debtor. 
If  these  two  letters  are  unsuccessful,  the  store  sends  the 
following: 

"Our  attorneys  advise  the}'  have  no  response  from  you,  although 
they  have  written  twice  requesting  settlement  of  your  account  with 
us  amounting  to  $ 

"This  account  is  dating  to  ,  and  we  cannot  under- 
stand how  you  can  expect  us  to  carry  it  without  making  some  pay- 
ment. The  attorneys,  therefore,  have  asked  permission  to  bring  suit, 
which  will  mean  an  additional  cost  to  you  in  the  way  of  interest  and 
court  costs,  and  we  are  wondering  if  you  cannot  arrange  settlement 
with  us  direct  at  this  time  and  save  this  additional  expense. 

"We  enclose  a  self -addressed  envelope  and  will  expect  to  hear 
from  you  by  return  mail." 

A  New  Year's  Letter. — The  letter  which  follows  was  em- 
ployed u|)on  delin(|uent  accounts  at  New  Year's  time.  The 
credit  manager  re})(jrte(l  good  results. 
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"To  some  folks  New  Ye.ir  means  January  1st,  and  to  others  it 
means  a  year  filled  with  new  opportunity. 

"Our  highest  ambition  this  year  is  to  make  more  friends  than  we 
have  ever  before  made  in  one  year,  because,  after  all,  successful  busi- 
ness is  built  around  friendship. 

"We  must  be  on  the  job  day  in  and  day  out  if  we  accomplish  our 
goal  because  friendship  in  business  comes  only  from  confidence  built 
up  with  satisfied  customers.  ' 

"In  order  that  we  may  render  the  kind  of  service  that  wins  con- 
fidence, we  must  maintain,  at  all  times,  a  large  and  well-selected  stock 
of  merchandise,  and  to  keep  that  supply  ready  for  our  customers  we 
must  pay  manufacturers  promptly,  otherwise  we  would  very  soon 
destroy  our  ability  to  render  satisfactory  service. 

"If  each  of  our  customers  will  pay  us  promptly,  according  to 
terms  of  sale,  it  will  make  it  much  easier  for  us  to  do  the  things  we 
want  to  do,  and  I  am  sure  we  can  count  on  your  cooperation. 

"Wishing  you  a  most  prosperous  year,  we  are." 

Letter  from  accountants. — "W^e  have  recommended  that 
all  accounts  past  thirty  days  old  should  be  collected  at  once, 
and  the  terms  strictly  enforced,"  reads  a  letter  to  delinquents 
on  stationery  of  accountants. 

"Please  fill  in  the  information  below  and  RETURN  IN 
THE  ENCLOSED  ENVELOPE  AT  ONCE,  so  we  can 
complete  our  report. 

"Is  amount  correct? \\nicn  will  account  be  paid 

in  full? What  amount  arc   \-ou  onclosini;" 

to-day?  $ When  will  you  send  further  remit- 
tances ? Remarks " 

The  perforated  letter  form. — A  stunt  letter  for  which  as- 
tonishing results  have  been  claimed  is  written  on  a  letter- 
head perforated  down  the  center.  The  store's  letter  is  on 
one  half.  "We've  played  fair  with  }*ou — n(^w  you  do  the 
right  thing  by  us  and  on  this  other  half  of  the  sheet  write  and 
tell  us  what's  what  on  this  accoimt."  is  said  in  effect. 
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The  pin  letter. — A  ])in  is  inserted  in  the  letter.  "Here  is  a 
pin.  We  are  going  to  let  you  use  it  for  a  few  minutes  and 
only  a  few  minutes,  because  it  is  imperative  that  we  get  it 
back.  It  is  going  to  serve  a  wonderful  purpose."  The  pin 
is  sent,  it  is  explained,  to  enable  the  delinquent  to  pin  his 
check  to  the  enclosed  statement,  returning  it  to  the  store  at 
once. 

Form  letter  acknowledges  payment. — The  Metropolitan 
Casualty  Insurance  Co.  advises  agents  to  acknowledge  re- 
mittances when  several  letters  have  been  written  to  collect. 
A  friendly  letter  of  acknowledgment  (form)  helps  to  relieve 
the  tension  caused  by  the  debtor's  procrastination,  and  does 
much  to  reestablish  good-will.  Blotters,  folders  or  remem- 
brance advertising  go  with  the  letters. 

Notice  to  employer. — Houses  dealing  with  workingmen 
sometimes  use  a  form  "notice  to  employer."  Sent  first  to 
the  debtor,  this  carries  the  statement  that  it  will  be  mailed  to 
employer  if  debtor  does  not  pay. 

Credit  bureau  form  letter  service, — Credit  bureaus  of  St. 
Louis,  Toledo,  Xew  Orleans,  Cleveland,  Saginaw,  and  a  con- 
siderable group  of  other  cities,  sell  members  special  delin- 
quent account  letter  service.  Well-constructed  form  letters 
are  multigraphed  ui:)on  credit  bureau  stationery.  The  fact 
that  the  letter  comes  from  a  large  group  of  retail  merchants 
is  manifest  in  any  case ;  sometimes,  as  with  the  Cleveland 
and  St.  Louis  examples,  every  member  of  the  bureau  is  listed 
u]:)on  the  back.  The  delator  feels  his  reputation  is  involved 
in  a  vital  way;  he  is  especially  responsive. 

A  series  of  the  Cleveland  Retail  Credit  Men's  Company  is 
quoted.  The  messages  are  courteous,  dignified,  brief.  There 
are  four  letters  in  all,  the  last  from  the  legal  division,  signed 
by  general  counsel.  Those  credit  bureaus  with  a  full  collec- 
tion service  automatically  turn  the  accounts  to  it,  if  the 
final  letter  is  not  heeded.  The  three-letter  series  is  most 
common. 
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No.  1. 

"An  overdue  account  with  a  retail  establishment  or  professional 
man  of  Greater  Cleveland,  by  contract  with  this  Bureau  providing 
for  the  exchange  of  credit  information,  comes  to  the  attention  of  this 
office  where  such  information  is  assembled  and  records  maintained  for 
the  use  of  our  members. 

"Revision  of  records  show  your  account  in  amount  and  with 
member  as  above  indicated  is  past  due  and  should  be  paid  at  once. 

"We  desire  to  cooperate  with  you  in  maintaining  a  good  credit 
standing  and  in  a  friendly  way  ask  that  you  promptly  care  for  this 
claim  direct  with  the  member." 

Xo.  2. 

"Report  is  made  to  this  Bureau  that  you  have  failed  to  take  up 
with  our  member  their  claim,  in  amount  as  above  indicated,  which 
was  recently  called  to  your  attention.  Opportunity  is  afforded  you 
to  make  settlement  with  your  creditor  and  avoid  unfavorable  credit 
report. 

"This  Bureau  is  operated  by  leading  retail  establishments  and 
professional  men  of  Greater  Cleveland  and  it  is  our  duty  when 
inquiry  is  made  by  a  member  to  give  truthful  information  as  to  the 
paying  habits  of  their  customers.  You  no  doubt  appreciate  the 
value  of  a  good  credit  standing  and  do  not  desire  members  of  the 
Association  to  feel  that  your  accounts  are  not  paid  as  agreed. 

"Unless  settlement  is  made  promj^tly,  this  matter  will  become 
a  ])art  of  our  credit  records  and  the  account  referred  to  our  Collec- 
tion Department." 

No.  3. 

"This  department  has  received  the  above  claim  with  instructions 
to  collect  amicably  if  possible. 

"P.ill-paying  habits  definitely  affect  the  credit  standing  of  an  indi- 
vidual or  comjjany.  We  are  particularly  anxious  not  to  enter  un- 
favorable records  in  our  credit  files  without  every  effort  l)eing  made 
to  avoid  such  action.  This  account  has  been  called  to  your  attention 
on  several  occasions  and  we  continue  tf)  believe  there  is  possibility  of 
settlement  and  the  avoidance  of  further  difficulty. 
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"I'nk'ss  sctllciiK'nt  is  made-  in  ten  days,  however,  your  account 
will  be  handled  by  our  Legal  I^ivision." 

No.  4. 

"You  have  not  answered  the  letters  recently  sent  you  by  our  col- 
lection department  regarding  the  above  account,  and  consequently  the 
matter  has  been  turned  over  to  this  division  with  instructions  to  file 
suit  immediately. 

"This  we  dislike  to  do,  inasmuch  as  it  will  cause  you  a  needless 
amount  of  inconvenience  and  expense,  as  well  as  definitely  affect 
your  credit  in  this  community,  as  we  list  in  our  membershij:)  practi- 
cally all  of  Cleveland's  leading  stores. 

"For  your  own  sake,  it  is  important  that  you  give  this  your  im- 
mediate attention." 

Sending  of  such  letters  is  handled  by  the  bureau  in  some 
cities,  and  by  members  in  others.  Some  bureaus  offer  op- 
tional service.  Either  way,  in  the  recipient's  eyes,  the  bureau 
sends  the  letter. 

Charges  vary.  Twenty-five  cents  for  the  first  letter,  15c 
for  each  succeeding  letter,  is  a  basis  recognizing  that,  be- 
cause of  necessary  records,  the  first  letter  is  the  most  ex- 
pensive. St.  Louis  prices  three  forms  of  50  letters  each,  and 
150  envelopes,  at  $12.50.  Detroit  charges  15c  per  letter  if 
handled  by  bureau,  10c  if  by  member,  while  New  Orleans 
charges  10c  a  letter. 

Denver  has  a  letter  service  for  the  bureau  building  ma- 
terial dealers  group.  The  price  is  $2.50  for  100  letters  and 
envelopes.    The  member  sends  the  letters. 

Saginaw  charges  15c  per  account  for  a  maximum  of  three 
letters.  Before  sending  a  second  or  third  letter,  the  bureau 
checks  with  member  to  eliininate  accounts  which  have  been 
paid. 

Delinquent  letter  service  results. — On  3,000  accounts 
handled  in  a  recent  year  by  the  Saginaw  bureau,  the  bureau's 
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Referring  to  account  of: 


Amount : 

Your  failure  to  respond  to  our  last  letter  about  the  above  ac- 
count is  disappointing.  You  have  had  the  utmost  consideration  and 
leniency  from  our  member  and  from  us,  and  yet  you  have  not  responded  to 
his  requests,  nor  to  ours,  for  a  settlement. 

DO  YOU  REALIZE  HOW  YOUR  CONTINUED  NEGLECT  OF  THIS  ACCOUNT  IS 
GOING  TO  AFFECT  YOUR  CREDIT  STANDING? 

As  we  told  you  in  our  last  letter,  this  is  a  mutual,  nation-wide 
Association,  owned  and  operated  by  the  retail  credit  grantors  through- 
out the  country.  Its  purpose  is  to  give  our  members  full  protection 
against  credit  losses — protection  backed  by  law  and  the  power  and 
prestige  of  our  entire  membership. 

At  the  same  time  it  is  our  desire  to  protect  you,  too,  against 
the  embarrassment  that  follows  a  "poor-pay"  record.  But  you  must  do 
your  part  ! 

Remember  your  credit  record  is  the  measuring  line  by  which  all 
merchants — all  credit  grantors — judge  you.  Wherever  you  go,  whatever 
you  do,  a  bad  credit  record  will  follow  you  like  a  shadow.  Isn't  it 
important  for  you,  then,  to  keep  your  record  clear? 

Your  future  credit  standing  depends  on  your  prompt  payment  of 
this  account.  Further  neglect  on  your  part  will  necessitate  drastic 
action  on  our  part.  Mail  your  payment  now — direct  to  the  member  whose 
name  is  shown  above— in  the  addressed  envelope  enclosed. 

Yours  very  truly, 

NATIONAL  RETAIL  CREDIT  ASSOCIATIOM. 

Manager-Treasurer 

Fig.  24.     Thf.  SF.tOND  Form  Lkttf.r  in  a  Sf.kiks  ok  the  National  Rktail 
Credit  Assohation.  The  .Member  Mails  the  Letters. 
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charge  figured  less  than  3%.  More  than  S0^/<>  of  debtors 
written  to  i)aid  in  fn!l  or  in  part. 

In  an  Ohio  city,  3,461  credit  bureau  letters  collected 
$22,829.95.    These  cost  stores  $743.95,  a  trifle  over  3%. 

Not  for  effectiveness  alone,  but  for  economy,  can  the  re- 
tailer turn  to  credit  bureau  letters.  The  store's  series  will 
contain,  usually,  two.  three,  or  four  letters.  The  final  one 
informs  the  debtor  that  the  store  will  refer  the  account  to 
the  credit  bureau  if  not  paid  within  a  stipulated  time.  The 
credit  bureau  series  then  begins. 

Follow-Up  Record— Form  5 
The  New  4-Point  Colle&ion  System 
National  Retail  Credit  Association 


Letter  *1  Sent Response. 

Letter  =!2  Sent Response. 

Letter  ("o  Sent Response. 

Account  Forwarded  for  Collection  (Form  #4) : 
To 


Meports  on  collection  from  Bureau  or  National  Association: 


Final  Disposition:. 


Space  Below  for  your  Own  Records 

Fig.  25.     How   Records  are  Kept  of   Coi.i-ectiox   Effort  ix 
Standard  System  of  National  Retail  Credit  Association. 
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The  "no  name"  letter. — Good  results  have  been  reported 
on  a  "no  name"  bureau  letter  plan.  A  store  turns  over  names 
of  slow  accounts  to  the  local  credit  bureau  for  collection 
letter  follow-up,  specifying  whether  the  letters  sent  shall  be 
"no  name"  or  "name."  If  the  former,  the  name  of  the  store 
is  not  mentioned.  The  customer  is  told  in  a  form  letter  that 
the  credit  bureau  learns  he  is  not  meeting"  his  obligations  to 
merchants,  and  suggests  the  advisability  of  doing  so. 

National  Association  form  letters. — The  Service  Division 
of  The  National  Retail  Credit  Association  supplies  a  com- 
plete collection  system,  incorporating  three  form  letters. 
These  letters  go  to  delinquents  nominally,  but  not  actually, 
from  the  executive  offices  at  St.  Louis.  The  user  fills  in 
amount  of  account,  date,  and  debtor's  name  and  address. 

A  postscript  directs  the  debtor  to  make  payment,  and 
address  all  communications,  to  the  member  whose  name  is 
typed  in.  The  third  letter  states  that  unless  the  account  is 
paid,  or  satisfactorily  adjusted,  on  or  before  a  given  date,  at- 
torneys will  take  action.  The  prestige  of  the  National  Asso- 
ciation operates  powerfully  to  make  these  letters  efifective.  ■ 

Form  letters  based  on  special  conditions. — Opportunity  for 
an  effective  special  form  letter  series  may  be  found  in  new 
business  conditions,  change  in  management  of  the  house,  new 
merchandising  policies,  a]:)])ointment  of  a  new  credit  man- 
ager, a  store  anniversary,  or  other  event. 

An  ofBce  manager  during  the  summer  vacation  of  his  em- 
ployer made  a  special  collection  drive.  He  appealed  to  cus- 
tomers, "Help  nic  to  make  a  great  showing  I)cfore  the  boss 
returns." 

A  Colorado  store  held  a  "honic-coniing  week"  for  "delin- 
<|uent  dollars."  Letterheads  showing  a  cartoon — animated 
dollars  trooping  through  the  store  entrance — carried  a  hu- 
morous message.  "I  ionie-coming"  week  celebrated  the  close 
of  the  fiscal  year. 

The  same  clevei'  w  I'itten  salesmanshi])  w  hich  long  has  i)een 
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used  for  store  sale  events  can  l)e  applied  to  store  collection 
events. 

The  individualized  series. — The  system  of  one  collection 
nianag'cr  is  to  place  form  letters  in  a  loose-leaf  binder,  num- 
bering" 1.  2,  «\  etc.  Tie  has  oNcr  fifty  of  these.  Handling- 
follow-up.  he  studies  each  situation,  then  his  binder  letters. 
The  resulting"  form  letter  series  is  individual. 

Form  letter  skill. — Form  collection  letters  demand  their 
own  variety  of  skilful  use.  If  this  is  present,  only  commen- 
dation can  be  extended  them.  They  have  ])rofound  ])ossi- 
bilities  for  reducing  collection  ex]:)ense.  This  can  be  accom- 
plished with  actual  betterment  of  collection  i:>erformance  by 
other  standards. 


CHAPTER  XVI 
COLLECTIXG  BY  TELEPHONE 

TiTESE  Statements  of  credit  and  collection  managers  at- 
test the  liij^h  standing  of  the  telephone  as  a  collection 
method. 

''Best  there  is.'' 

"The  phone  I  consider  of  z'ery  great  importance :  I  obtain  won- 
derful residts." 

"The  personal  touch  by  telephone,  our  collection  men  tell  us: 
is  the  best  bet." 

'7  think  the  telephone  the  most  effective  of  all — telephone, 
form  letter,  rubber  stamp,  sticker." 

On  one  hand,  inexpensive,  on  another,  very  resultful,  be- 
cause by  giving  personal  contact  it  develops  the  cause  of  de- 
linquency and  secures  a  promise  of  payment,  the  telephone, 
while  rapidly  gaining  recognition,  is  still  widely  unappre- 
ciated. 

The  most-used  telephone  appeal  is  the  pure  reminder. 
It  is  not  before  a  third  or  fourth  call,  ordinarily,  that  more 
than  a  slight  pressure  is  applied.  The  first  call  reminds  and 
secures  a  promise  ;  the  second  reminds  of  the  promise  not 
kei)t  ;  the  third — very  seldom  necessary — asks  for  a  frank 
understanding. 

Telephone  collection  practice. — A  jewelry  store  with  an 
ultra-conservative  credit  ])olicy,  reflected  in  low  charge  vol- 
ume, telei)hones  on  the  10th  of  the  month  those  customers 
who  have  not  met  statements  for  the  past  month.  The 
"system."  departed  from  as  circumstances  advise,  is  to  fol- 
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low  lip  by  telephone  on  the  20th  and  30th,  then  every  three 
days  until  collection  is  effected. 

The  manner  in  which  diverse  stores  adapt  the  telephone 
to  individual  conditions  is  shown  by  other  typical  examples. 

Women's  \\ear.  The  current  leds^er  is  worked  by  tele- 
phone twice  a  month,  while  the  Suspense  ledger  has  prac- 
tically continuous  attention.  Memos  of  promises  obtained 
are  placed  in  tickler  file,  three  days  beyond  due  date,  and 
followed  up  by  telephone  if  not  kept. 

Sporting  goods.  High-grade  clientele;  collection  percent- 
age above  50%.  A  first  collection  letter  is  sent  when  ac- 
count is  30  days  past  due ;  second  letter,  45  days ;  telephone 
call  made,  60  days. 

Department  store.  Except  in  emergency  situations,  tele- 
phone is  used  after  form  letters.  Form  letters  collect  ap- 
proximately 75%  of  delinquent  accounts;  special  letters  and 
telephone,  about  25%.     No  collector  is  employed. 

Telephone  company.  Customers  are  separated  into  three 
groups.  One,  with  excellent  ratings,  receives  no  telephone 
reminder  until  after  30  days;  the  second  is  "treated"  by 
telephone  on  the  20th  ;  the  third,  weak  risks,  is  "treated" 
l)eginning  on  the  10th. 

Instalment  clothing.  If  the  form  notice,  mailed  when  ac- 
count is  two  to  five  days  overdue,  has  not  produced  imme- 
diate response,  the  customer  is  telephoned.  Each  of  five 
girls  has  an  approximate  daily  assignment  of  twenty  calls. 
If  telephone  call  is  unsuccessful,  account  is  given  at  once  to 
a  collector.  Use  of  telephone  markedly  reduces  number  of 
collectors  needed. 

Large  grocery.  First  telephone  call,  with  follow-up  as 
necessary,  occurs  after  one,  two,  or  three  letters,  depending 
on  circumstances. 

Department  store.  "By  using  the  telephone  on  our  ac- 
counts \N'hen  they  become  sixty  days  past  due,"  reported  a 
Spokane,  Wash.,  department  store,  "we  are  able  to  keep  de- 
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linquent  accounts  to  the  point  where  they  can  be  handled 
by  one  outside  collector.  We  have  approximately  ten  thou- 
sand thirty-day  accounts  and  seventy-five  hundred  contract 
accounts."  The  collection  A\'ork  by  telephone  is  largely  done 
by  trained  girl  operators. 

Second  instalment  store.  The  telephone  is  used  chiefly 
in  special  effort  to  locate  skips,  and  by  collectors. 

j\Iuch  use  arises  from  collection  situations  requiring  fast 
action.  A  letter  is  too  slow — the  store  must  know  what's 
what  at  once. 

Chicago  suburban  druggist. — "Your  Credit  is  Good,"  is  the 
heading  of  a  credit  card  sent  to  new  customers  by  a  Chicago 
druggist  operating  a  suburban  store.  "Monthly  accounts  are 
a  real  service  to  all  our  customers  Avho  want  to  avoid  the 
trouble  of  paying  cash  for  many  little  purchases.  We  are 
glad  to  serve  you  in  this  Avay.  Sometimes  these  accounts 
are  not  paid  promptly  the  first  of  each  month.  In  such  cases, 
we  always  remind  our  customers  of  the  oversight  by  tele- 
phone on  the  10th  of  the  month.  If  this  should  happen  in 
vour  case,  you  ^vil]  kno\\'  that  every  customer  is  reminded 
of  his  obligation  in  the  same  way."  The  reminder  calls  are 
15  to  20,  on  the  10th,  on  some  150  accounts  {TJie  Druggist 
April,  1928.  p.  6). 

Best  hours  for  telephoning. — The  average  best  hours  for 
telephoning  housewives  are  nine  .to  ten-thirty  a.  m.  Eve- 
ning hours — six  to  eight — have  been  used  for  husbands 
and  for  women  who  are  employed  away  from  home.  If  a 
business  man's  obligation  arises  from  his  business,  the  first 
telephone  effort  to  reach  him  will  be  at  his  office. 

Stormy  weather,  certain  to  keep  most  women  at  home, 
may  yield  a  favourable  opportunity  for  afternoon  telephone 
canvass  of  delincjuents.  Collections  have  been  effected 
through  deliberate  intent  to  annoy — telephoning  a  delin- 
(|uent  late  at  night,  day  after  day  at  his  place  of  business, 
or  at  a  very  embarrassing  time,  as  when  holding  a  party; 


COr.LECTliXG  BY  TELEPIfOXl':  J05 

calling  him  to  a  neighhor's  telephone;  but  such  [)lans  possess 
availability  only  in  isolated  and  extreme  cases. 

Who  shall  telephone? — The  credit  or  collection  manager 
may  personally  handle  telephone  follow-up,  or  he  may  di- 
vide it  with  assistants.  One  credit  man  saves  time  by  hand- 
ing the  PBX  operator  each  morning  a  list  of  delinquents  he 
wishes  to  talk  with.  As  a  number  is  secured,  he  is  given  the 
connection. 

Trained  assistants  collect  by  telephone  at  an  important 
monetary  saving;  further,  a  girl  assistant,  for  early  delin- 
quencies, may  actually  be  more  desirable  than  the  credit 
manager  himself.  A  girl,  making  the  call,  minimizes  the 
gesture. 

A  confectionery  store  possessing  the  exclusive  patronage 
of  its  city,  over  40%  charge,  has  trained  girls  who  regularly 
go  over  the  books  and  call  delinquents.  The  credit  man  is  in 
reserve  for  telephone  action  in  the  few  instances  when  two, 
or  possibly  three,  calls  by  girls  have  failed.  Male  person- 
ality, the  speaker's  position  in  the  store,  now  give  increased 
weight  to  the  telephone  appeal. 

"Although  we  sell  largely  to  women,  the  people  w^e  ac- 
tually do  business  with  are  men,  the  husbands."  an  instal- 
ment clothing  manager  reported.  "A  man,  telephoning  from 
our  office,  will  much  more  often  meet  with  discourteous  re- 
sponse— the  statement,  T  don't  know  anything  about  it!' 
followed  by  a  slam  of  the  receiver — than  a  woman  will.  A 
woman  can  beat  a  man  two  to  one  at  the  telephone  in  our 
business.  The  feminine  voice  does  it.  Men  habitually  are 
courteous  to  women." 

There  is  opportunity  in  practice  for  much  intelligent  fit- 
ting of  operative  to  situation.  Two  partners  who  are  their 
own  credit  men  and  collectors  in  a  country  business,  "di- 
vide up"  customers  to  be  telephoned.  The  question,  "Which 
of  us  can  handle  this  customer  better?"  has  first  one  answer, 
then  another,  as  the  partners  go  down  a  list.     An  instalment 
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house  which  distributed  the  daily  telephone  calls  among 
several  girls  found  one  very  successful  with  certain  foreign 
nationalities.  One  ofifice  discovered  that  girls  working  two 
at  a  time  were  relatively  much  more  efficient  than  when 
singly  they  called  debtors  on  the  telephone. 

Selecting  assistants  to  train  for  special  telephone  duties, 
the  store  should  have  careful  regard  for  voice  qualities. 
There  is  only  one  adequate  test,  and  that  is  actually  listen- 
ing to  each  candidate's  voice  over  the  telephone.  Some 
voices  are  ten  times  more  suitable  for  telephone  work  than 
others.  A  voice  which  is  "just  naturally"  friendly,  and  very 
easy  to  understand,  is  wanted.  Good  models  to  study  for 
enunciation  are  broadcasting  station  announcers.  Slight 
pauses  between  phrases  help  the  customer  to  understand 
fully  every  sentence. 

The  telephone  approach. — The  approach,  or  method  of 
presenting  the  subject  to  the  delinquent,  calls  for  special  skill. 
There  will  be  approaches  quite  uniformly  followed  for  a 
situation  repeated  over  and  over  in  store  experience;  and 
other  approaches  cleverly  originated  for  special  cases. 

'T  have  two  approaches  I  use  more  than  others,"  related 
the  credit  and  collection  manager  of  a  men's  clothing  store, 
catering  to  an  exclusive  trade.  "1  call  up  a  man  and  with  a 
jovial  manner  ask  if  the  lock  on  his  pocket  book  has  grown 
rusty,  or  I  say,  T  want  you  to  write  me  a  check  for  $2,677.55' 
— or  some  other  ridiculous  figure.  I  find  that  if  I  treat  the  de- 
linquency jokingly,  the  customer  more  often  than  not  prom- 
ises good-humoredly  to  send  his  check.  AI}-  other  approach 
is  for  customers  who  have  been  delinquent  for  a  considerable 
period.  I  introduce  myself,  then  pause,  giving  the  customer 
the  wire.  Often  he  takes  the  lead,  and  ]>romises  action  quite 
satisfactf)ry  to  us.  Tn  other  cases,  I  may  have  to  talk  with 
him." 

The  collection  manager  of  an  old-established  music  com- 
|)any  has  a  favorite-   telephone  appeal   based  on   the  store's 


COLLECTIXG  BY  TKT.EPTTONE  207 

own  need.  Introducing-  the  store,  he  explains,  "We  have 
obligations  to  meet  at  the  hank,  and  need  your  payment  at 
once.     Suppose  you  mail  us  a  check  to-morrow?" 

If  the  customer  says  he  cannot  do  this,  the  collection  man- 
ager goes  on,  "Suppose  we  make  the  date  the  first  of  next 
week,  say,  by  the  twelfth?     J  low  ^\■ill  that  be?" 

If  the  customer  still  falters,  the  collection  man  enlarges 
his  appeal  by  general  arguments.  Only  as  his  company 
secures  prompt  payment,  he  explains,  can  it  continue  to  op- 
erate and  profitably  extend  credit  to  customers. 

The  conversation  nearly  always  gets  a  promise.  If  this 
promise  is  not  kept,  there  is  prompt  follow-up  by  telephone. 

When  a  delinquent  instalment  customer  has  not  re- 
sponded to  notices,  a  jeweler  telephones,  requesting  the  cus- 
tomer to  call  at  the  store — 'T  want  to  have  a  talk  with  you." 
One  of  two  things  usually  happens.  The  customer  begins  to 
discuss  the  overdue  balance,  and  the  conversation  has  a  sat- 
isfactory conclusion ;  or  he  agrees  to  come  in.  The  ex- 
perience of  this  jeweler,  matching  that  of  other  merchants, 
is  that  the  delinquent  who  calls  at  the  ofifice  is  easily  handled. 

If  the  delinquent  does  not  call  at  the  store,  the  jeweler 
makes  a  personal  call  upon  him.     There  are  few  such  calls. 

Pleasantly  informing  a  customer  that  a  store  collector  will 
l)e  in  the  customer's  neighborhood  in  two  or  three  days — 
will  the  customer  be  ready  to  make  payment  to  him? — has 
been  found  effective.  The  customer  pays  to  avoid  the  collec- 
tor's visit. 

Happening  to  meet  a  creditor,  a  great  many  debtors  will 
"dun  themselves."  One  credit  manager  capitalizes  this  in 
telephone  collection  routine.  "Hello,  Mr.  Jones,"  he  greets 
the  customer,  "I  was  just  thinking  about  you — haven't  seen 
you  in  a  long  time — wondered  how  things  were  with  you?" 
He  pauses,  and  the  customer  seizes  the  opportunity  for  ex- 
planations. Out  of  the  conversation  comes  a  promise  of 
payment.     This  approach  is  used  for  old  customers  of  the 
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business — men  and  \vonien  ^\■ho  have  bought  of  the  store  for 
years. 

Standardized  Telephone  Reminders. — A  simple  delin- 
quency. "This  is  the  l)ookkeeping  department  of  the  Main 
Street  Store.  [Pause]  We  do  not  seem  to  have  received  a 
check  for  your  October  account.  Did  you  receive  our  statement? 
[Pause]  Was  everything  all  right  about  the  goods?  [Pause] 
Then  we  shall  expect  a  check  immediately?  Thank  you,  Mrs. 
Jones." 

Simple  delinquency  of  new  customers.  "This  is  the  Main 
Street  Store,  Mrs.  Jones.  The  bookkeeping  department.  [Pause] 
We  do  not  seem  to  have  received  a  check  from  you  for  last 
month's  bill,  and  we  wonder  if  you  understand  our  terms? 
[Pause]  Mr.  Brown  [credit  manager]  asked  me  to  call  you, 
so  there  wouldn't  be  any  misunderstanding,  Mrs.  Jones.  Our 
terms  are  thirty  days,  to  be  paid  by  the  10th  of  the  month. 
[Pause]     Thank  you." 

Or— 

"The  new  customer  department  of  the  Main  Street  Store 
speaking.  We  appreciate  your  patronage,  Mrs.  Jones,  and 
wash  to  inquire  if  you  have  found  everything  all  right? 
[Pause]  Any  time  you  have  anything  to  complain  about, 
call  the  service  department,  for  we  want  you  to  be  satisfied 
on  every  purchase. 

"There  is  another  matter,  Mrs.  Jones.  We  find  some  new 
customers  do  not  understand  our  terms,  and  we  have  not 
had  a  check  from  you  for  last  month's  bill.  [Pause]  Our 
terms  are  thirty  days,  payment  by  10th  of  following  month. 
[Pause]  We'll  appreciate  your  cooperation  very  much. 
Thank  you  Mrs.  Jones." 

The  customer  who  has  not  kept  a  promise.  "The  Main 
Street  Store  sj)caking.  [Pause]  About  your  account,  Mrs. 
Jones  .  .  .  [Pause]  ()ur  records  show  you  promised  on  the 
10th  to  pay  us  by  the  17th.     [Pause]     It  is  now  the  20th,  and 
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no  check  has  been  received.  [Pause]  Then  we  can  expect  a 
payment  by  Saturday,  sure,  Mrs.  Jones?     Thank  you." 

A  partial  payment.  "Main  Street  store  speaking,  Mrs. 
Jones.  We  have  received  a  check  from  you  to-day,  but 
there  seems  to  be  a  mistake.  The  balance  due  on  your  ac- 
count is  $ ,  but  the  check  is  only  for  $ .     [Pause]    Did 

your  statement  read  v$ [correct  sum]  ?     [Pause]     Then 

we  may  expect  balance  by ?     Thank  you  so  much, 

Mrs.  Jones." 

In  practice,  intelligent  operatives  will  make  numerous 
adaptations  of  such  standardized  collection  canvasses  as 
these,  and  will  originate  plans  of  their  own.  This  process 
should  be  encouraged.  The  "form"  approach  becomes  the 
sound  basis  on  which  to  build. 

The  important  pause. — There  is  a  basic  reason  why  the 
telephone  canvass  to  collect  has  brevity,  while  a  selling  can- 
vass usually  has  length.  The  first  seeks  performance  of  an 
obligation  to  wdiich  the  subject  is  committed.  The  task  set 
for  persuasion  is  slight.  The  tactful  pause  is  elevated  to 
unique  importance. 

Let  the  pause  l)e  used  intelligently  in  telephone  conver- 
sations with  delinquents,  and,  without  being  asked,  most  of 
them  will  make  a  definite  promise  to  pay.  The  pause  brings 
forth,  if  necessary,  an  explanation,  to  be  given  quick  con- 
sideration, with  a  new  attitude  decided.  And,  finally,  the 
pause  is  insurance  against  that  faulty  salesmanship  found  far 
more  frequently  in  lengthy  appeals  than  in  brief  ones.  Given 
the  chance,  which  the  pause  furnishes,  delinquents  will  "talk 
themselves"  into  payment  at  a  specific  promised  time  in 
probably  90%  of  average  telephone  conversations. 

If  delinquent  is  "out." — An  obstructive  condition  is  infor- 
mation, numl^er  being  secured,  that  the  delinquent  is  "out." 
The  operative  may  ask  when  the  delinquent  will  be  in,  and 
call  again  ;  supply  telephone  number,  with  the  request  that 
it  be  called  by  delinquent;  or  frankly  give  name — "Tell  Mr. 
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Roberts  that  the  credit  department,  Brown  Department 
Store,  called  him,  and  will  call  again."  If  a  wife  reports  her 
husband's  absence,  the  operative  may  exact  a  promise  from 
her  to  have  the  husband  call  or  to  talk  with  him  and  then 
telephone  the  store. 

Curing  the  customer  who  waits  to  be  reminded.  Cus- 
tomers can  become  hardened  to  telephone  reminders,  as  to 
other  collection  methods,  and  actually  wait  for  them  before 
paying.  The  Mountain  States  Telephone  &  Telegraph  Co. 
introduced  a  special  canvass  to  "cure"  such  customers. 

The  canvass  begins  with  the  stock  reminder,  "We  have 
called  to  remind  you  that  you  have  not  paid  your  telephone 
bill."  As  the  subscriber  begins  apology  or  excuse  the  oper- 
ator says  frankly,  "Can't  we  talk  this  over,  Mrs.  Smith,  and 
get  together  on  something?  We  dislike  to  have  to  call  you 
every  month,  and  we  know  you  must  dislike  it  also.  What 
time  usually  is  the  most  convenient  for  you  to  pay?" 

As  the  customer  commits  herself,  the  operator  replies  that 
payment  regularly  at  that  time  each  month  will  be  quite  sat- 
isfactory to  the  company.  In  accordance  with  the  under- 
standing, the  date  will  be  entered  on  the  subscriber's  card, 
and  there  will  be  no  telephone  call. 

This  plan  transfers  a  worth-while  number  to  the  grouj) 
re(|uiring  no  reminders.  Of  course,  some  do  not  keep  the 
promise,  and  others  back-slide,  in  which  case  telephone  hand- 
ling is  resumed. 

Special  telephone  facilities. — Many  stores  now  possess 
"silent,"  or  unpublished,  numbers  for  one  or  more  tele- 
phones used  primarily  for  collection  purposes.  Given  a 
"silent"  number,  the  maximum  proportion  of  delinquents 
"not  in"  call  back  on  re(|uest  left  \\itli  parly  A\ho  answered 
for  them.  A  telephone  line  not  passing  through  store  PBX 
contributes  to  fastest  wnrk  in  credit  and  collection  depart- 
ments. 

Tlie  aid   to  be   had   from   "  hifonnation"   \aries.      In   some 
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cities,  a  credit  department  can  inquire  if  a  given  residence 
address  has  a  telephone  and,  if  it  has,  obtain  the  number. 

How  about  the  party  line?  Because  party  line  customers 
may  complain,  declaring-  the  call  makes  the  matter  a  "pub- 
lic" one,  more  discrimination  in  using  the  telephone  mav 
be  advisable.  The  knowledge  that  others  may  "listen  in" 
will  operate  to  cause  customers  to  pay  promptly  in  order  to 
avoid  being  called. 


CHAPTER  XVII 

COLLECTING  BY  PERSONAL  CALL 

MUCH  more  than  a  letter  or  telephone  call,  a  store  rep- 
resentative interviewing  debtor  and  requesting  pay- 
ment is  powerful  for  results.  Delinquency  causes  are  dis- 
covered; there  is  full  opportunity  to  deal  with  them  with  tact 
and  persuasiveness.  Close  human  presence  compounds  the 
])ressure  of  appeal. 

When  personal  call  is  only  method. — It  has  been  demon- 
strated repeatedly  that  personal  calls  will  often  effect  collec- 
tions when  legal  process  cannot  be  used.  The  claim  against 
a  wage-earner  whose  salary  is  too  small  to  garnishee ;  debts 
of  municipal,  state  and  federal  employees  not  subject  to 
garnishment ;  accounts  of  a  judgment-proof  debtor  whose 
sense  of  honesty  still  lives  and  can,  in  personal  interview,  be 
appealed  to  with  success — these  should  not  be  charged  off 
until  the  personal  call  method,  following  letters,  has  been 
employed.  If  the  store's  facilities  for  outside  collections  do 
not  warrant  the  time  expenditure  on  the  very  doubtful  ac- 
count, the  personal  call  method  can  l)e  applied  through  col- 
lection service  retained. 

Why  personal  call  is  in  diminishing  use. — The  power 
which  reposes  in  the  personal  call  method  should  be  noted. 
Causes  apart  from  effectiveness  have  brought  aboiit  steady 
decline  in  its  use.  The  most  fundamental  of  these  is  cost. 
Mail  and  teleplioiic  effort  are  both  less  expensive.  A  striv- 
ing for  economy  finds  new  ways,  increasing  the  efficiency  of 
mail  and  telephone  treatment,  to  reduce  personal  calls  in 
collection  routine. 
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The  fiilLtinie  collector  is,  as  yet,  considered  an  indispen- 
sable employee  by  most  larg-e  instalment  stores,  but  even 
here  are  found  cases  of  reduction  of  collectors  to  one-half  or 
one-third  the  number  once  used.  Amon^:;-  department  stores, 
it  is  easy  to  find  lari^c  institutions  which  do  n(jt  employ  a 
full-time  collector.  A  .qreat  many  larj^e  downtown  stores 
retain  only  the  part-time  services  of  a  collector. 

Stores  also  prefer  customers  to  call  to  pay  their  bills,  be- 
cause, contacting  with  merchandise,  they  will  buy  more. 

Customer  good-will  is  another  consideration.  The  per- 
sonal call  is  a  much  more  serious  gesture  than  the  mail  or 
telephone  message.  If  the  collector  is  a  high-type  man,  how- 
ever, this  becomes  a  point  of  negligible  importance,  probably 
much  more  than  offset  by  the  accomplishment  in  restoring 
better  feelings.  One  big  store  calls  its  full-time  collector  its 
"good-will  ambassador." 

It  is  possible  to  "spoil"  customers  with  collectors,  getting 
them  into  the  habit  of  waiting  for  calls.  When  a  customer 
is  requiring  many  calls  from  a  collector,  some  houses,  on 
policy,  make  one  last  effort  to  persuade  the  customer  to 
better  ways ;  then  turn  over  the  account  to  a  collection 
service. 

How  and  when  collectors  are  used. — Representative  stores 
use  collectors  in  several  common  ways;  we  find: 

1.  General  use  by  charge  account  stores  for  slow  accounts 
upon  which  letters  and  telephone  calls,  in  number  varying 
with  the  store  and  the  account,  have  been  unsuccessful.  The 
account  will  probal)ly  be  given  next  to  an  attorney  or  col- 
lection service. 

2.  General  use  by  instalment  houses  to  contribute — added 
to  form  notices  and  telei)hone  attention — the  needed  pressure 
to  maintain  collection  percentages  at  a  sound  level. 

3.  Use  early  in  delincpiency,  by  instalment  houses  in  par- 
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ticular  and  by  charge  account  stores  to  some  extent,  when 
the  skip  risk  is  thought  high. 

4.  Use  for  occasional  delinquent  accounts  where  circum- 
stances of  size,  risk,  dispute,  or  other  condition  demand. 

5.  Use  in  combination  with  delivery  of  statements  either 
current  or  past  due ;  regular  personal  collection  of  instal- 
ments. 

Size  of  claim. — What  minimum  claim  can  feasibly  be 
handled  l)y  personal  call?  Kind  of  business  and  the  arrange- 
ment for  ])ersonal  calls  govern  the  general  answer.  A  large 
telephone  company  turns  over  to  its  collectors  all  claims  on 
"disconnects"  of  $3  and  over.  A  store  with  full-time  collec- 
tor refers  to  him  all  claims,  irrespective  of  amount,  but  he 
works  on  the  smallest  accounts  last — as  other  claims  do  not 
demand  his  time  or  as  he  makes  a  call  in  close  proximity  to 
the  debtor  owing  the  very  small  amount. 

Collectors — low-grade. — The  compensation  now  com- 
monly paid  collectors  is  small,  and  inevitably  many  workers 
found  in  the  occupation  do  not  grade  high.  Collectors  are 
at  work  receiving  $16,  $18,  $23.50,  $28,  a  week,  and  perhaps 
furnishing  their  own  cars. 

The  "cheaj)"  collector,  if  em])loyed,  must  be  taken  on  the 
basis  of  deficiencies.  Old  men  lack  energy;  they  are  not 
quick  thinkers  and  are  slow  to  make  suggestions  to  the 
debtor.  They  frequently  offend.  Young  attorneys  and  law 
students  as  a  group  lack  Inisiness  experience,  have  only  stop- 
gap interest  in  the  job,  and  may  bo  ham])ored  rather  than 
helped  by  their  legal  knowledge. 

Importance  of  supervision. — Of  special  importance,  if  low- 
grade  collectors  are  employed,  is  supervision.  The  routine 
set  up,  in  respect  to  territory  assigned  and  methods  followed 
in  working  accounts  and  reporting  on  them,  should  be  such 
as  to  compel  good  performance.     The  day-to-day  discussions 
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which  a  credit  man  will  have  with  his  collectors  are  an  op- 
portunity to  develop  the  latter's  understanding  and  skill. 
They  will  be  drilled  in  store  policy — in  respect  to  attitude 
when  customer  requests  extension ;  the  manner  in  which 
piecemeal  payments  can  be  arranged ;  how  to  handle  dis- 
putes;  and  dozens  of  other  common  phases  of  the  task. 

Individual  effort  may  be  stimulated  by  the  practice  of  giv- 
ing to  a  second  collector  accounts  upon  which,  over  a  period 
of  time,  a  first  collector  has  not  made  progress.  For  the 
voung  beginner,  a  future  in  credit  work  may  be  held  up  as  an 
incentive.     Many  credit  men  started  as  collectors. 

High-grade  collectors;  group  plan. — Paying  a  high-grade 
collector  $50,  or  even  more,  a  week  may  be  much  more  pro- 
ductive for  a  store  than  employing  a  "cheap"  full-time  col- 
lector. There  is  a  "higher  salesmanship"  in  collections.  It 
liquidates  a  larger  percentage  of  difficult  claims,  reduces  the 
percentage  of  cost,  and  makes  a  revolutionary  change  in  de- 
gree of  good-will  retained.  Like  all  specialized  ability  of 
high  productive  value,  it  commands  a  price. 

The  group  collector,  dividing  his  time  among  a  number  of 
non-competitive  clients,  is  a  figure  so  successful  in  represen- 
tative cases  that  individual  stores  should  join  in  adopting  the 
plan  far  more  than  they  now  do.  Each  client  pays  the  col- 
lector a  weekly  or  monthly  fee.  This  should  be  based  on  the 
collector's  ability  and  the  average  volume  of  service.  Fees 
ranging  from  $15  a  month  to  $25  a  week  are  reported. 

The  group  plan  will  sufficiently  compensate  a  skilled  man 
to  hold  him.  Such  a  collector  can  be  empowered  to  make 
adjustments,  delegated  to  work  out  grouj)  loans,  and  given 
the  most  delicate  account  with  the  knowledge  that  it  will  be 
handled  in  fitting  manner. 

The  dignity  of  retail  credit,  and  its  efficiency,  will  be  en- 
hanced as  the  personal  call  function  is  more  and  more  dele- 
gated to  high-type  men.     Credit  bureau  managers  have  in 
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various  instances  assisted  member  stores  in  working  out 
very  successful  group  collector  plans. 

Commission  plan  for  collectors. — A  credit  clothing  house 
pavs  its  collectors  $15  a  week,  plus  commissions  on  collec- 
tions scaled  to  age  of  account.  On  accounts  three  months  to 
six  months  overdue,  10%  commission  is  paid;  six  months  to 
one  year,  15%;  one  year  to  two  years,  20%;  two  years  or 
over,  30%.  "I  believe  the  salar3'-and-commission  system  is 
the  only  efficient  one  for  collections,"  declared  the  collection 
manager.  "It  isn't  the  number  of  calls  which  a  collector 
makes  in  a  day  which  counts,  but  the  spirit,  determination, 
and  intelligence  he  applies  to  each  of  those  calls.  Our  col- 
lectors average  about  thirty-five  calls  a  day,  I  should  say,  but 
half  that  number  of  calls  handled  skilfully  can  be  a  wonder- 
ful dav's  work.  The  collector  on  salary  and  commission  has 
incentive  to  do  the  best  that's  in  him. 

"One  of  the  best  collectors  we  ever  had  was  a  boy  just  out 
of  high  school.  He  earned  commissions  as  high  as  $30  a 
week. 

"We  have  collected  thousands  of  dollars  this  year  which 
we  would  not  have  collected  under  any  other  system.  Of 
166  garnishments  by  us  in  a  recent  month,  150  were  for 
indebtedness  incurred  l)etween  1921  and  1925,  largely  skip 
cases  which  the  commissioji  system  spurred  our  collectors  to 
run  down." 

Authority  to  adjust. — There  is  a  radical  saving  in  expense, 
coupled  with  speeded  adjustment  and  collection,  as  it  be- 
comes unnecessary  for  a  collector  to  take  u])  complaints  in 
detail  with  store  departments.  One  group  collector  is  so 
skilful  tliat.  representing  an  automobile  dealer,  he  will  ex- 
amine a  oar,  try  it  out,  propose  an  adjustment  and  get  an 
impleasant  situation  sniootlu'(l  out,  in  the  morning;  and  for 
a  clothing  store,  in  the  afternoon,  he  will  examine  a  garment, 
listen  to  the  customer's  story,  and  again  propose  a  compro- 
mise which  pleases  the  customer  and  satisfies  the  store.     A 
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collector  does  not  need  to  be  an  authority  on  textiles  to 
handle  adjustments  with  skill.  What  he  needs  most  is  a 
level  head,  ability  to  size  up  the  customer,  and  an  under- 
standinj]^  of  store  adjustment  policies. 

Tracing.- — T^ocatin^-  the  new  address  of  a  debtor  who  has 
moved  away  falls  lar<;-ely  upon  the  collector,  who  interviews 
neighbors,  fellow-workers,  and  other  information  sources. 
Tracing  methods  are  described  in  detail  in  the  chapter  upon 
Credit  Frauds. 

Duplicate  statement  plan. — Developing  monthly  state- 
ments, a  large  clothing  store  regularly  makes  out  a  dupli- 
cate for  every  overdue  account.  A  full-time  collector  checks 
duplicates  each  morning  against  the  ledger  and  the  collection 
file.  Statements  are  given  a  number  indicating  age  of  delin- 
quency— as  3,  5,  6.  The  collector  uses  his  own  judgment 
upon  the  accounts. 

Card  or  letter  of  authority. — Collectors  should  be  supplied 
with  a  card  or  letter  of  authority,  stating  they  are  employed 
to  collect  money  for  the  employer.  This  authority  should 
ordinarily  be  limited  to  a  ])eriod  of  a  month,  when  another 
card  or  letter  is  issued. 

Bond. — It  is  common  practice  to  require  collectors  to  fur- 
nish bond  in  amount  from  $500  to  $2,500.  the  store  bearing 
the  cost.  If  a  collector  is  employed  without  bond,  the  in- 
vestigation preceding  em])loyment  should  be  especially  thor- 
ough and  satisfactory  in  its  findings. 

Receipt  for  instructions. — "Collectors,  as  a  matter  of 
course,  on  entering  ujion  their  service,"  wrote  O.  H.  Brink- 
man,  attorney-at-law  (in  Butchers  &  Packers  Gacette,  March  1, 
1928,  p.  21),  "should  be  required  to  sign  a  receipt  for  written 
instructions  forbidding  threats  or  use  of  force  in  aid  of  col- 
lection efforts." 

Common  sense,  decency,  tact. — These  are  three  qualities 
a  good  collector  always  possesses.  Common  sense  implies 
that  he  sizes  u|)  situations  in  a  ])ractical  manner.     Decency 
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limits  his  tactics  to  what  is  fair  and  clean.  A  good  collector 
is  manifestly  so  friendly  in  his  attitude  that  he  makes  nu- 
merous friends  among-  the  people  he  collects  from.  A  good 
collector  will  repeatedly,  in  effecting  collection,  change  the 
attitude  of  a  customer  towards  the  store  from  active  ill-will 
to  favor. 

Experts  in  collection  work  declare  imqualifiedly  that  tact 
and  diplomacy  are  ten  times  as  valuable  in  effecting  collec- 
tions as  are  threats  and  other  "hard-boiled"  methods  appeal- 
ing to  the  debtor's  sense  of  fear. 

"The  quickest  and  most  satisfactory  way  to  collect,"  wrote 
W.  A.  Shryer,  a  collection  expert,  "is  to  make  the  debtor  be- 
lieve that  the  collector  is  his  friend  and  wants  to  help  him  out 
of  an  unpleasant  financial  situation." 

Getting  inside  the  door. — "I  have  some  information  I  want 
to  give  to  you — something  to  talk  over  of  importance.  I  am 
not  selling  anything.  May  I  come  in  and  talk  with  you  for  a 
few  minutes?"  This  direct  approach  is  used  by  one  collector 
when  he  feels  that  "sitting-down"  rather  than  "standing-up" 
conversation  is  demanded.  It  gets  him  inside  the  door  in 
most  cases. 

Individualized  treatment. — The  collection  approach  and 
interview  should  have  sensitive  heed  for  the  individual  debtor 
and  circumstances.  The  skilful  collector  exerts  no  more 
pressure  than  is  required  to  effect  collection — often  surpris- 
ingly little.  He  surrounds  the  interview  with  an  atmosphere 
of  fairness  and  good-will. 

Exceeding  frankness  is  used,  as  it  fits  the  situation. 

Let  the  debtor  talk. — (liven  the  opportunity  to  talk  freely, 
a  large  j^roportion  of  debtors  will  "talk  themselves"  into 
])ayment. 

A  chance  to  back  down  gracefully. — "I  never  received 
those  goods,"  "I've  paid  that,"  are  defenses  made  over  and 
over.  The  attitude  and  words  of  the  collector  should  be 
such  as  to  assist  the  debtor  in  graoct'nllv  backing  down  and 
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paying.  A  tactful  collector  may,  on  a  first  call,  reply,  "I'll 
have  it  investigated,  Mr.  Jones,  and,  if  you  are  right,  we'll 
certainlv  adjust."  On  the  subsequent  call,  he  informs  the 
debtor  that  the  "books  show"  he  owes  for  the  amount  stated. 
The  psvchologv  of  ihe  go-l)etwecn  wins  as  the  collector,  in 
the  role  of  friend  of  customer  and  store,  advises  the  former 
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Fig.  26.    Collector's  Report. 

to  pay.  On  the  first  visit,  a  collector  may  reply  to  the 
debtor's  denial  that  he  has  personally  investigated  the  ac- 
count, and  "The  ledger  shows,"  etc. 

Promises. — These  are  the  usual  preliminary  to  payment. 
Except  there  is  assiduous  and  prompt  follow-up,  many  will 
never  materialize.  One  collector,  accepting  a  promise,  re- 
enforces  the  debtor's  intention.  "I'm  going  to  tell  the  store 
you  will  do  this  as  you  agree,  and  if  you  shouldn't,  I'll  be  in 
bad  with  the  manager,  and  you  will,  too.  Can  I  count  on 
your 

The  constant-dripping  principle. — The  number  of  times  a 
debtor  can  be  called  on  is  limited  by  the  kind  of  claim  and 
collector's  wages,  but  stores  employing  collectors  are  able  on 
occasions  to  capitalize  the  wearing-down  principle.     Dun  a 
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debtor  with  sufficient  persistence,  and  eventually  he  will  pay 
to  save  annoyance. 

When  to  call. — Business  men  are  less  busy  in  the  forenoon 
than  in  the  afternoon.  Ordinarily,  they  should  be  called 
on  at  their  place  of  business.  Office  workers  can  be  con- 
tacted at  place  of  employment,  during  the  noon  hour ;  other- 
wise, evening  calls  and  calls  upon  wives  must  be  resorted  to. 

The  most  opportune  time  for  making  a  collection  call  is, 
logically,  the  first  possil)le  moment  after  the  debtor  has  re- 
ceived wages  or  other  funds.  It  is  frequently  desirable  to 
meet  a  debtor  at  his  place  of  employment  on  pay  day. 

A  collector  of  a  high  type  will  adapt  his  hours,  within 
limit,  to  the  requirements  of  his  job — working  twice  as  many 
hours  on  some  days  as  on  others,  and  cheerfully  making 
night  calls  as  they  are  needed. 

Three  questions  for  collectors. — A  collector,  no  matter 
how  skilful,  will  not  make  collections  on  many  of  his  calls. 
The  total  inability  of  the  delinquent  to  pa}^  at  the  moment 
may  exist.  An  important  part  of  the  collector's  job  in  prac- 
tice is  the  acquiring  of  information. 

A  store  dealing  much  with  workingmen  related,  "There 
are  three  questions  we  expect  our  collectors,  invariably,  to 
put  to  the  housewife.  Where  does  your  husband  work? 
When  is  he  paid?     How  much  shall  we  expect  on  ])ay  day? 

"We  expect  collectors  to  bring  in  answers  to  those  ques- 
tions. They  don't  get  them  always,  of  course.  The  woman 
who  declines  to  tell  us  her  husband's  ])lace  of  employment  is 
quite  common;  she  fears  garnishment.  However,  a  good 
collector  will  learn  when  her  husband's  pay  day  is.  That 
tells  us  much,  because  we  know  the  pay  day  of  every  in- 
dustry of  consequence  in  this  city,  and  there  is  much  varia- 
tion among  them." 

The  collector  may  ascertain  facts  of  great  value  later, 
which  determine  the  basic  attitude  toward  a  particular  ac- 
count.     Stores   require  c<»llect«M's   to  make   reports  upon   all 
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calls.  These  reports  ma}-  be  skeletonized,  or.  in  special  cases, 
may  be  quite  elaborate.  Whether  the  delinquent  was  inter- 
viewed, and  the  result,  are  facts  always  required.  This  infor- 
mation may  be  endorsed  by  the  collector  upon  a  customer's 
account  card,  or  upon  a  special  daily  report  blank. 

Messages  for  not-at-homes. — Some  stores  supply  collec- 
tors with  form  messages  which  can  be  put  under  the  door 
if  the  customer  is  not  in.  These  messages  are  worded  cour- 
teously and  turn  a  call  otherwise  lost  into  a  possibly  result- 
ful  one.  One  plan  com])rises  three  messages  built,  like  a 
collection  system,  in  series. 

Telephone  and  personal  call. — Collectors  find  the  telephone 
a  valuable  aid.  It  is  frequently  resorted  to  in  determined 
effort  to  locate  a  skip.  The  woman  persistently  "not  at 
home"  may  answer  the  telephone.  The  telephone  becomes 
a  seven-league-boot  help  when  accounts  demanding  attention 
crowd. 

Detective-collectors. — For  certain  classes  of  accounts, 
large  stores  resort  on  occasion  to  the  detective  service  re- 
tained for  general  store  protection.  The  operative  repre- 
sents himself  as  from  the  store.  He  is  desirable  in  particu- 
lar for  cases  containing  a  known  or  suspected  element  of 
fraud,  and  for  a  type  of  delicate  guaranteed  account. 

Performance  standards. — Stores  in  a  credit  chain  expect 
collectors  to  collect  a  minimum  of  five  times  their  weekly 
salary.  This  is  additional  to  "drive-ins,"  payments  made  at 
store  by  delinquents  who  have  been  called  on.  Skip  collec- 
tions on  which  the  collector  receives  25%  commission,  are 
considered  apart  from  this  standard. 


CHAPTER  XVIII 

LAST  RESORTS 

IX  a  well-managed  charge  account  business,  no  more  than 
1%  of  total  sales  need  become  the  subject  of  legal  resorts. 
A  large  number  of  businesses  report  ^  of  1%:  or  less  referred 
to  collection  agency  or  attorney,  and  one  informant,  Strauss 
Market,  New  York  City,  states  that  it  keeps  credit  losses 
to  ^  of  1%  and  employs  an  attorney  for  onl}^  1/10  of  1%  of 
sales.  In  five  years  an  Oklahoma  store  has  brought  suit  on 
three  accounts  only,  although  60%  of  its  volume  is  credit, 
and  its  bad  debt  loss  consistently  does  not  exceed  y^  oi  1%. 

Use  of  legal  process  runs  higher  among  certain  classes  of 
instalment  stores.  A  large  Middle  West  credit  jewelry  store, 
known  throughout  the  country,  reported  5%  of  total  sales 
referred  to  collection  service  or  attorney,  adding,  "although 
we  have  a  very  efficient  collection  department." 

First,  the  lil)erality  with  which  credit  is  extended,  and, 
second,  the  efficienc}'  with  \\hich  collections  are  adminis- 
tered, govern  the  residuum  of  accounts  for  which  legal  re- 
sorts are  used.  The  secret  of  economic  credit  is  not  in 
recourse  to  the  law. 

This  condition  does  not  negative  the  fundamental  impor- 
tance of  legal  remedies.  Their  availability  to  the  creditor  is  a 
continuous  mighty  inHucncc  for  voluntary  payment.  Used 
after  duo  warning  to  the  debtor,  when  otherwise  collection 
will  not  bo  aocoiiiplishod,  llioy  collect  accounts  which  would 
bo  a  t( ital  1< iss. 

Involved  debtors — the  cooperative  attitude. —  The  "fight- 
ing" attitude  toward  a  doHiKpiont  account  is  practical  only  to 

222 


T.AST  RESORTS  223 

a  limited  ])()int.  The  initial  attitude  in  collection  is  coopera- 
tive. It  the  customer  cannot  pay  at  once,  the  creditor  ac- 
commodates. In  a  later  stage,  it  is  apparent  that  friendly  ef- 
forts are  ineffective.  The  creditor  then  resorts  to  legal 
measures. 

A  type  of  delinquent  account  appears  every  so  often,  how- 
ever, which  the  customer  cannot  pay,  and  for  which  attempt 
to  collect  by  force  will  actually  involve  larger  loss  than  other 
measures. 

On  a  $40-a-week  salary,  a  family  man,  owing  to  specula- 
tive enterprises  which  had  been  unsuccessful,  was  "in  deep." 
He  owed  over  $500  to  a  group  of  downtown  stores.  One  of 
the  stores  was  "hard."  The  collection  department  informed 
the  debtor,  in  effect,  that  unless  he  made  payment  at  once, 
garnishment  process  would  be  used. 

The  debtor's  employment  was  with  a  company  which 
would  discharge  upon  garnishment.  The  debtor  went  to  his 
foreman.  This  foreman,  it  happened,  knew  of  the  beneficial 
service  of  the  credit  bureau,  and  sent  the  man  to  the  bureau 
manager.  The  debtor  had  decided  his  only  course  was  to  go 
through  bankruptcy. 

The  bureau  manager  went  over  the  situation  with  the 
debtor.  First,  a  group  loan  was  discussed.  The  debtor 
couldn't  meet  the  regular  payment  which  this  would  involve. 
The  bureau  manager  then  made  a  proposal.  Suppose  the 
debtor  should  give  his  personal  note,  for  a  year,  to  each  of 
the  debtor  stores.  Was  it  not  altogether  probable  that,  with 
^vorry  removed  and  a  year's  time  in  which  to  reestablish  him- 
self, he  would  be  aJjle  a  year  hence  to  make  such  payments  to 
the  stores  that  the  indebtedness  would  be  well  on  the  way  to 
liquidation?     The  debtor  was  convinced  he  would. 

The  stores  acted  on  the  recommendation  of  the  bureau 
manager,  the  debtor  delivered  in  person  a  note  to  each  credi- 
tor, and  the  understanding  went  into  effect. 

To  "fight"  the  debtor  is,  in  rather  numerous  cases  of  in- 


224  RETAIL  CREDIT  PRACTICE 

volved  debtors,  to  lose  everything-.  Many  of  these  debtors 
are  essentially  honest,  and  a  cooperative  attitude  will  repeat- 
edly result  in  eventual  complete  payment. 

Credit  bureau  pooling  plan. — The  credit  bureau  of  the 
Columbus,  Ohio,  Retail  Merchants'  :\ssociation,  when  an  in- 
dividual's record  card  unquestionably  shows  a  dangerous 
condition,  summons  him  to  the  office.  Creditor  stores  agree 
not  to  sue  or  garnishee,  and  the  debtor  pays  the  bureau  a 
fixed  sum  each  week,  prorated  among  the  creditors.  The 
bureau  charge  is  but  10%.  In  1927  this  service  handled  the 
accounts  of  forty-seven  near-bankrupts,  owing  $6,520. 

Details  of  two  dif^cult  group  cases  handled  by  a  Western 
credit  bureau  are  reported. 

Owed  $1,185;  earned  $140  a  month.- — This  debtor,  having 
a  wife  and  two  children,  had  become  involved  through  reck- 
less spending.  He  owed  a  dry  goods  store  $109.98;  another 
dry  goods  store,  $121.11;  grocery,  $42.49;  grocery,  $42.45; 
dentist,  $16;  shoe  store,  $9.85;  physician,  $50;  correspond- 
ence school,  $92 ;  furniture  store,  $623.20.  He  earned  $140 
a  month,  receiving  pay  twice  each  month.  W^ith  the  credit 
bureau  manager,  he  went  over  his  family  expenses.  A  family 
budget  was  drawn  up  \\hich  was  considered  practical :  rent, 
$2S  ;  gas  and  light,  $3  ;  telephone,  $1.75  ;  groceries,  ^5S;  mis- 
cellaneous, $25— total,  $89.75. 

The  furniture  store,  which  had  a  contract,  was  eliminated 
from  group  consideration,  as  were  the  grocery  stores  and  the 
correspondence  school.  This  left  $385.57  to  be  met.  The 
debtor,  agreeing  to  pay  $12.50  twice  a  month  to  be  divided 
among  the  creditors,  carried  out  the  program.  Meanwhile 
credit  was  stopped. 

Owed  $623.66;  $170  a  month  income;  colored  family. — 
This  debtor,  a  colored  woman,  owed  $623.66  to  an  instalment 
furniture  house,  an  instalment  jeweler,  and  six  loan  com- 
panies. Iler  husband,  a  government  employee,  earned  $170 
;i  montli.     A  credit  bureau  conference  brought  out  the  ap- 
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])arcnt  ahility  of  the  family  to  live  on  $100  a  nionth,  payinjj: 
$70  in  two  payments  for  distribution  among  creditors.  Dur- 
ing the  first  five  and  one-half  months,  the  debtor  paid  in 
$385.  Only  one  $35  payment  was  missed — and  then  owing 
to  the  death  of  a  child.  A  few  months  later,  the  entire  obli- 
gation had  been  paid  in  full. 

The  moral  effect  of  group  dealing  with  an  involved  debtor, 
plus  a  general  refusal  of  stores  to  extend  credit,  creates  a 
condition  d}-namic  for  results.  General  experience  suggests 
that  it  is  wise  policy  to  arrive  with  the  debtor  at  a  paying 
arrangement  calling  for  stifif  personal  discipline.  The  pay- 
ment sum  should  be  an  approximation  of  the  largest  which 
independent  judgment  deems  practical. 

Guaranty  loans. — The  newer  efficient  machinery  for  group 
action  exists  in  the  loan  company  or  industrial  bank.  A  com- 
plete list  of  the  debtor's  obligations  is  assembled.  Each 
creditor  goes  on  a  note  of  the  debtor  to  the  industrial  bank 
for  his  proportional  amount  of  the  total  loan,  which  is  paid 
directly  to  the  creditors.  The  latter  are  then  liable  for  any- 
thing not  paid  by  the  debtor  in  accordance  with  his  agree- 
ment. In  practice,  with  efficient  industrial  banks,  merchant 
endorsers  seldom  have  to  pay.  The  account  is,  for  the  credi- 
tor, about  the  same  as  collected  in  full  when  he  receives  his 
amount  from  the  loaning  concern.  The  debtor  pays  the  in- 
terest and  charges. 

It  is  essential  that  the  credit  standing  of  each  merchant  be 
acceptable  to  the  loan  company. 

The  guaranty  loan  is  equally  available,  of  course,  as  an  in- 
dividual settlement  plan.  With  it,  one  Western  store  has 
liquidated  as  many  as  thirty  accounts  in  one  month. 

Young  married  couple  "in  deep." — To  a  San  Antonio, 
Texas,  store,  a  young  married  woman  applied  for  a  charge 
account.  The  credit  manager,  E.  E.  Walker,  ascertained  that 
the  couple  had  been  married  only  a  few  weeks,  the  husband 
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earning  $250  a  month,  and  had  obligated  themselves  for  in- 
stalment payments  of  approximately  $200  per  month. 

In  the  role  of  friendly  advisor,  Walker  went  over  the  whole 
situation  with  the  young  couple.  He  advised'them  to  go  to 
the  merchants  from  whom  they  had  purchased  instalment 
goods  and  frankly  explain  their  predicament.  The  mer- 
chants, he  suggested,  undoubtedly  would  be  ready  to  coop- 
erate to  better  a  bad  situation. 

In  doing  this,  the  couple  arranged  to  turn  back  a  radio,  a 
phonograph,  and  two  pieces  of  furniture.  The  stores  ac- 
cepted the  merchandise  and  gave  credit  to  the  couple  for 
future  use.  Current  instalment  obligations  were  reduced 
$40  a  month,  giving  a  margin  of  $90  for  current  expenses. 
Then  Walker  granted  the  young  couple  a  small  line  of  credit. 

Facts  about  note  settlements. — Credit  grantors  have  a 
general  antipathy  to  notes  offered  in  settlement.  Liquida- 
tion of  the  payment  is,  at  best,  postponed,  and  maturity  too 
frequently  produces  the  debtor's  request  for  renewal.  Under 
some  circumstances,  note  settlements  are  desirable;  in  par- 
ticular— 

L  When  long  terms  are  extended,  as  in  country  credit. 
The  note  bears  interest  and  gives  the  merchant  paper  he  can 
perhaps  discount  or  deposit  as  collateral  for  loans.  The  ob- 
ligation is  lifted  outside  the  realm  of  dispute.  Due  date  will 
coincide  with  the  normal  li(juidating  period  of  the  consumer. 

2.  When  there  is  realized  danger  of  a  dispute. 

3.  When  customer  is  close  to  bankruptcy,  and  several 
creditors  join  to  accept  notes  due  in,  say,  one  year's  time, 
giving  the  debtor  a  chance  to  "get  on  his  feet." 

Among  country  merchants,  it  is  common  ])ractice  to  take 
a  note  when  account  is  old  and  debtor  is  unable  to  pay.  Three 
months  is  a  usual  ])eriod.  An  Illinois  merchant  gets  a  cus- 
tomer to  sign  a  series  of  notes,  each  a  monthly  payment  on 
the  principal.     A  New  York  ccnmtry  retailer  meets  the  "re- 
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newal  problem"  by  insisting-  invariably  that  before  renewal 
there  be  some  reduction  of  indebtedness. 

Judgment  notes. — These  contain  specific  provision  for 
judgment  without  process  in  favor  of  holder  of  note.  Such 
notes  have  patent  usefulness  in  reducing  the  expense  and 
speeding  an  obstinate  collection.  The  availability  of  judg- 
ment notes  varies  among  the  states,  as  well  as  proper  forms 
to  use. 

Assignment  of  wages. — Wages  yet  to  be  earned  can  be 
legally  assigned  in  some  states,  in  others  not.  An  assign- 
ment should  be  witnessed.  It  must  in  some  states  be  signed 
by  the  wife  of  the  maker,  if  he  is  married.  Certain  states 
stipulate  filing  or  recording.  The  period  of  wages  is,  in  some 
states,  restricted. 

The  assignment  privilege  has  been  in  some  sections  very 
seriously  abused.  Some  large  employers  refuse  to  accept 
assignments  of  wages.  The  assignment  is  to  be  considered, 
however,  as  one  possible  remedy  in  a  difificult  collection 
situation. 

Assignment  of  accounts. — Creditors  who  feel  that  reputa- 
tion would  be  impaired  by  publicity  attending  suits  brought 
in  their  names  sometimes  assign  accounts  for  suit.  Some- 
times accounts  are  sold. 

The  assignment  form  used  should  give  power  of  attorney 
for  collecting  to  the  assignee.  Further,  the  assignor  should 
be  held  secure  against  any  collection  costs  or  charges.  The 
assignor  should  notify  all  debtors,  requesting  them  to  pay 
forthwith  the  assignee,  stating  that  the  latter's  receipt  will 
be  discharge  of  the  debt. 

Miscellaneous  agreements. — Statutes  of  limitation  auto- 
matically outlaw  debts  in  manner  prescribed  variously  in 
different  states.  Open  account  debts  usually  outlaw  in  six 
years  or  less.  A  legal  agreement  reviving  an  outlawed  debt 
can  be  made  between  creditor  and  debtor,  as  can  also  an 
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agreement  to  revive  a  debt  discharged  in  bankruptcy,  or  to 
pay  a  debt  contracted  while  a  minor. 

Have  we  a  legal  remedy? — Has  the  debtor  property,  not 
covered  by  exemption,  which  can  be  levied  upon  through  suit 
and  execution?  Has  he  funds,  or  wages,  above  exemption, 
which  can  be  levied  upon  through  garnishment?  Are  there 
grounds  for,  and  does  the  situation  suggest,  the  necessity  of 
attachment,  and  are  there  goods  to  be  attached?  Assuming 
the  debtor  is  "judgment  proof,"  should  a  judgment  be  se- 
cured for  possible  future  value? 

The  statutes  provide  creditors,  conditions  varying  from 
state  to  state,  with  direct  means  for  securing  satisfaction 
when  a  debtor  does  not  meet  his  obligation.  The  principal 
processes  are  replevin,  attachment,  suit,  garnishment. 

Replevin. — This  process  is  principally  used  in  instalment 
selling.  The  merchandise  replevined  is  returned  to  the  pos- 
session of  the  seller,  or,  the  debtor  posting  bond,  the  case  is 
heard  before  return  of  goods.    Trial  results  in  a  decree. 

Attachment. — A  creditor,  let  us  suppose,  has  good  reason 
to  believe  that  a  debtor  is  planning  to  leave  town  immediately 
for  parts  unknown,  with  all  his  property.  This  debtor  has 
goods  which  can  be  levied  on.  Suit,  judgment,  and  execu- 
tion would  not  be  fast  enough,  as,  before  process  was  com- 
pleted, the  debtor  might  be  gone  and  satisfaction  of 
judgment  impossible.  Upon  the  basis  of  a  complaint,  the 
creditor  secures  a  writ  of  attachment,  promptly  served. 
Goods  of  the  debtor,  or  a  bond,  now  protect  the  creditor  as 
the  issue  is  heard. 

The  conditions  with  respect  to  attachment,  and  the  fre- 
quency with  which  it  is  used,  vary  greatly  from  state  to  state. 
The  affidavit  of  attachment  in  Colorado  contains  twenty 
different  grounds.     Among  these  are — 

That  the  said  dchtor  i>  not  a  resident  of  this  State; 
That  the  said  dchtor  conceals  himself  so  that  process  of  law  can- 
not be  .served  ui)on  liini ; 
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That  said  debtor  has  conveyed,  transferred  or  assigned  his  prop- 
erty, with  intent  to  hinder,  delay  or  defraud  his  creditors; 

That  the  said  del)t  is  for  an  article  or  articles,  the  price  or 
value  of  which  should  have  been  ])aid  at  the  time  of  delivery  thereof, 
and  which  the  said  debtor  failc*]  or  refusecl  to  do; 

That  the  debt  is  for  farm  jn-oducls,  house  rent,  household  furni- 
ture and  furnishings,  fuel,  groceries  and  provisions,  and  clothing  and 
wearing  apparel  for  the  debtor  and  his  family,  or  some  one  or  more 
of  them,  or  for  some  one  or  more  of  said  articles. 

Suit. — Most  of  the  claims  of  retail  credit  are  in  amounts 
which,  if  made  the  subject  of  suit,  come  under  the  jurisdic- 
tion of  Justices  of  the  Peace.  The  limit  of  jurisdiction  varies 
considerably,  being,  for  example,  in  Georgia,  $100;  Illinois, 
$300;  Delaware,  $500.  Massachusetts  has  a  small  claim 
court  with  jurisdiction  to  $35.  In  Arizona,  suits  may  be 
brought  before  Justices  of  the  Peace  in  amounts  to  $50  for  a 
total  fee  of  $1. 

The  process  varies,  but  in  general  it  includes  a  summons, 
complaint,  trial,  judgment,  and  execution.  The  judgment 
is  official  determination  by  the  court  of  amount  owing  the 
plaintifif.  The  execution  is  a  court  order  to  sheriff  or  other 
officer  to  seize  defendant's  property  to  satisfy  the  judgment. 

It  is  customary  in  collection  practice  for  the  creditor  to 
advance  court  costs.  These  run  in  suits  from  $5  to  $10  or 
$12,  ordinarily,  with  a  total  in  most  states  below  $10.  The 
attorney's  fee  usually  is  contingent,  a  fixed  percentage  of  the 
collection. 

Garnishment. — The  "trustee"  process  of  four  of  the  New 
England  states  is  similar.  Garnishment  levies  for  the  benefit 
of  the  creditor  upon  goods  of  the  debtor  in  possession  of  a 
third  party.  It  is  used  to  levy  on  bank  accounts  and  wages, 
in  particular.  By  garnishment  a  third  party — usually  the 
debtor's  employer — can  be  compelled  to  come  into  court  with 
books  and  records.  Garnishment  proceedings  thus  may  very 
much  embarrass  employers,  especially  large  companies,  and, 
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in  consequence,  a  policy  of  dismissal  of  employee  upon  gar- 
nishment is  followed  by  many  employers. 

Where  garnishment  involves  wages,  as  it  commonly  does, 
very  rarely  an  employer  may  conspire  for  a  valuable  em- 
ployee, to  frustrate  the  creditor.  The  most  common  device 
to  this  end  is  payment  of  the  employee  in  advance. 

Garnishment  is  available  for  many  credit  grantors  as  a 
fast,  effective,  and  relatively  inexpensive  legal  process. 

A  letter  to  reduce  garnishments. — In  a  planned  efifort  to 
reduce  the  garnishment  "evil,"  the  Standard  Oil  Company, 
Alton,  111.,  cooperated  with  the  credit  bureau.  One  of  a 
series  of  form  collection  letters  of  the  bureau  was  signed  by 
the  employment  manager  of  the  company.  The  name  of  the 
creditor  was  filled  in.  "One  garnishment,  which  they  threaten 
to  turn  in  here,"  the  employee  was  told,  "will  cause  you  to 
lose  your  job."  (Credit  Bureau  Management,  J.  R.  Truesdale, 
p.  183.) 

The  exemption  condition. — It  is  only  in  the  exceptional 
case  that  legal  process  to  collect  is  opposed.  Obtaining 
judgment  and  execution  is  ordinarily  a  certainty  when  suit 
is  started.  An  important  question  becomes,  "Will  it  be  pos- 
sible to  satisfy  the  claim  by  execution?" 

The  question  is  not  wholly  one  of  the  value  of  a  judgment 
for  immediate  execution,  because  some  debtors  wall  pay  a 
claim  after  the  legal  process  is  .started,  or  when  judgment 
has  been  rendered,  even  though  they  have  no  assets  which 
can  be  levied  on.  The  man  active  in  business  or  in  civic 
affairs  is  often  thus  vulnerable.  It  may  be  good  business 
strategy,  also,  to  secure  a  judgment  which  will  be  held  ready 
for  execution  when  the  debtor  possesses  assets  available  for 
levy.  For  example,  an  open  account  debt  in  New  York  out- 
laws in  six  years,  a  judgment  in  twenty  years. 

The  princi])al  answer  to  the  (piestion,  however,  is  found  in 
real  and  ]jers()nal  property  and  wages  the  debtor  possesses, 
and  the  exemption  condition. 
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Those  who  may  claim  exemption  are  restricted  in  some 
states  to  heads  of  families,  in  others  to  residents,  in  still 
others  to  householders. 

Most  states  have  homestead  exemptions  of  varying 
amount — as  low  as  $500  in  Xew  Hampshire,  as  high  as 
$5,000,  subject  to  certain  conditions,  in  a  number  of  states. 
The  exemption  may  be  by  area  of  land.  Personal  property 
is  exempted  by  named  articles  and  up  to  specified  amounts, 
with  varying  conditions.  Missouri,  for  example,  exempts 
personal  property  of  a  total  of  $400,  Florida  of  $1,000. 

There  are  many  debtors  who  cannot,  because  of  exemp- 
tions, be  reached  by  judgment  and  execution  against  real 
estate  or  personal  property,  but  who  are  susceptible  to  gar- 
nishment. Nearly  all  states  grant  exemptions  upon  a  por- 
tion of  wages  and  some  show  a  great  deal  of  consideration 
for  the  debtor.  In  Colorado,  for  example,  60%  of  wages 
due  at  time  of  levy  is  exempt.  There  is  total  exemption  up 
to  $5.  In  Florida,  entire  wages  of  the  head  of  a  family,  for 
personal  labor  or  services,  are  exempt.  Other  exemptions, 
illustrating  the  variation  from  state  to  state,  are :  Nebraska. 
90%  of  wages  of  head  of  family;  ]Maine,  $20  earned  within 
thirty  days  ;  Iowa,  wages  for  ninety  days  preceding  garnish- 
ment;  West  X'irginia,  100%  exemption. 

Collection  agencies  and  attorneys. — There  is  resort  to  col- 
lection agencies  and  attorneys,  commonly,  when  legal  action 
impends.  Nearly  always,  before  bringing  action,  these  give 
the  debtor  an  opportunity  to  pay.  A  considerable  proportion 
of  claims  where  recourse  exists  are  thus  collected. 

The  credit  man's  sound  judgment  is  needed  in  selecting 
collection  agency  or  attorney.  Nothing  is  easier,  seemingly, 
than  to  put  an  account  in  hands  where  the  service  given  is 
unsatisfactory.  Collection  concerns  lacking  financial  re- 
sponsibility are  so  numerous  that  the  credit  man,  before 
retaining  any  service,  should  thoroughly  investigate  its  qual- 
ifications. 
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Credit  bureau  service. — If  there  is  a  local  credit  bureau 
with  a  collection  department,  that  should  be  given  first  con- 
sideration. The  position  occupied  by  a  credit  bureau  collec- 
tion department  is  far  more  advantageous  for  genuine  col- 
lection service  than  any  other  local  agency  can  hope  to  have. 
There  may  be  valid  exceptions  to  this  statement,  but  they  are 
very  few.  The  credit  bureau  collection  department  has  access 
to  all  the  credit  records  of  the  bureau ;  it  commands  prestige 
because  behind  it  are  the  principal  credit  grantors  of  the 
town.  It  is  dominated  by  policy  considerations,  a  regard  for 
ethics,  which  many  private  collection  agencies  disregard. 

The  typical  bureau  collection  department  properly  adapts 
procedure  to  the  individual  case.  Bureau  collection  depart- 
ments handle  accounts  in  a  businesslike  way,  they  are  re- 
sponsible, they  have  demonstrated  high  efficiency.  Finally, 
in  many  communities  now,  the  bureau  collection  service  is 
by  far  the  least  expensive  a  merchant  can  retain. 

When  the  credit  bureau  does  not  maintain  a  collection 
department,  the  manager  always  is  able  to  make  a  recom- 
mendation of  collection  agency  or  attorneys,  based  on  per- 
formance and  rcsp()nsil)ility,  which  it  is  safe  to  follow. 

Collection  costs  and  rates.^ — ^Collection  commission  rates 
on  retail  accounts  average  very  much  higher  than  on  whole- 
sale or  commercial  accounts.  The  average  size  of  accounts 
is  one  of  the  principal  causes. 

In  1927,  it  cost  the  Laramie  County  Credit  Rating  Ex- 
change, Cheyenne,  Wyo.,  $2.30  to  make  each  collection,  and 
its  average  commission  was  22%.  To  show  a  net  profit,  the 
association  had  to  collect  more  than  $10.35  in  each  ])ayment. 
Its  average  collection  for  the  \ear  was  $11.85.  The  collection 
department  handled  2,705  accounts,  the  major  portion  over 
two  years  old,  and  collected  api)ro.\imately  30%  of  the  total 
amoinit. 

hi  a  three-year  period,  the  collection  bureau  of  the  Mer- 
chants' Association  of  San  Jose,  Calif.,  received    1^,435  ac- 
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counts  placed  for  collection,  aniountine;'  to  $540,268.63.  The 
bureau  collected  $173,932.18.  The  total  amount  of  claims 
withdrawn  was  $57,385.03  ;  of  claims  represented  by  letters 
returned,  etc.,  $197,  672.  38.  The  number  of  accounts  paid  in 
full  was  6,412. 

Interesting  analysis  figures  give  an  idea  of  the  effort  in- 
volved in  effecting  dilTicult  collections.  The  number  of 
calls  made  by  outside  men  was  7,273,  and  the  mileage  was 
7,505.  The  ]iieces  of  outgoing  mail  totaled  97,361,  and  tele- 
phone calls,  in  and  out,  27,710.  There  were  6,365  personal 
interviews. 

W^hat  did  it  cost  to  make  the  collections?  For  the  first 
year.  157r  ;  second  year,  16.73^f  ;  third  year,  13.98%.  (The 
Service  Bulletin,  January,  1927,  p.  20.  Figures  reported  by 
Warren  G.  Smith,  manager  of  the  collection  department.) 

One  of  the  interesting  things  about  this  record  is  the  study 
it  affords  of  coordinated  methods.  Some  85%  of  collections 
were  obtained  by  mail.  The  telephone  was  used  freely. 
Legal  cases  were  astonishingly  few — not  more  than  five  the 
first  year,  the  second  year  about  ten.  the  third  year  about 
fifteen.  This  bureau  charges  a  monthly  flat  rate  for  entire 
collection  service.  This  ranges  from  $5  to  $25  a  month,  de- 
pending on  the  number  of  accounts  the  member  sends  in. 
There  are  no  additional  charges  even  though  the  account 
goes  through  the  justice  court.  {The  Sen'ice  Bulletin,  Octo- 
ber, 1926,  p.  34.) 

Credit  bureau  collection  rates  average  much  lower  than 
those  of  private  services,  being  close  to  actual  cost.  Amount 
and  age  of  account  under  many  scales  regulate  commissions. 
The  Laramie  County  Credit  Rating  Exchange  rates  are  $5 
and  less,  25%;  $5  to  %2S,  20%;  $25  to  $100,  15%;  $100  to 
$200,  10%;  $200  to  $500,  7j4%.  Claims  one  to  two  years 
old  are,  for  the  same  grouping,  respectively,  ZZy'z'y^c,  25%, 
20%,  15%,  10%;  claims  two  years  to  three  years  old  are 
2)2)% ;  over  three  years,  50%.    On  the  limited  volume  of  non- 
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COLLECTION  DEPARTMENT 
THE  CLEVELAND  RETAIL  CREDIT  MEN'S  COMI^ANY 

405  CHAMBER  OF  COMMERCE  BUILDING 
MAIN  7000 


Date- 


To- 


RE. 


...Debtor  promises  to  pay 

.-.Debtor  claims  paid  direct.     Please  advise  amount  paid. 

.  .Debtor  has  paid  $ 

...Debtor  out  of  employment  at  present. 
...Debtor  ill  and  without  funds. 

..Debtor  heavily  in  debt.     Immediate  collection  doubtful, 
...Debtor  bankrupt.  '  No  assets.     Claim  returned. 
...Debtor  deceased.     No  estate.     Claim  returned. 

...Debtor  refuses  payment.  •  We  do advise  suit. 

...Request  authorization  to  enter  suit. 

...Please  send  itemized  statement  at  once. 

...Suit  commenced.     Accept  no  payment  from  debtor  without  consulting  as; 

...We  have  secured  judgment  for  $ and  costs  ? ___ 

...Execution  issued.  •  Will  report  results. 

...Not  at  address  furnished  by  you.     Have  you  any  clue? 

...Debtor  has  moved.     Will  try  to  locate. 

...Cannot  locate  debtor.     Account  returned. 

...Claim  outlawed.     Payment  refused.     Claim  returned. 

...Claim  returned  as  per  your  request. 

...Claim  returned  as  uncollectible. 

...Claim  in  hand  of  correspondent  at „.— 

...Correspondent  says  that  debtor  will  pay „ 

...Correspondent  is  unable  to  locate. 

...Correspondent  returns  claim  as  worthless. 

....Please  reply  to  our  request  of 


I 


Please  give  your  reply,  if  any  is  called  for,  on  reverse  side 

V\U.   27.      /\.\    E.\1'1.IC1T   COLLIXTIO.N    UeIWKTMKNT   RK.rokT    1\)RM. 
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member  business  handled,  the  association  rates  are  sub- 
stantially higher.  A  survey  among  thirty-five  bureaus  found 
collection  rates  to  run  from  20%  to  50%,  roughly,  with  an 
approximate  average  of  26%. 

Commercial  Law  League  rates. — The  Commercial  Law 
League  of  America,  with  a  membership  of  nearly  10,000, 
principally  attorneys — but  also  representatives  of  credit  and 
trade  organizations,  commercial  agencies,  and  list  publishers 
— has  uniform  rates  for  handling  commercial  claims  and  col- 
lections of  15%  on  first  $500;  10%  on  the  excess  up  to 
$1,000;  and  5%  on  the  balance;  minimum  commissions  of 
$7.50;  minimum  suit  fee  of  $7.50;  in  no  case  fees  and  com- 
missions to  equal  more  than  50%  of  the  claim. 

The  stimulus  of  competition. — A  large  credit  chain  divides 
its  collection  business  among  two  or  more  collection  agencies 
in  each  city.  It  keeps  a  month-to-month  check  on  percen- 
tage of  accounts  collected,  and,  appealing  to  the  competitive 
spirit  of  agencies,  shifts  proportionate  share  of  patronage 
from  month  to  month. 

This  chain  expects  to  pay,  usually,  50%  on  claims  up  to 
$35-$50.  25%  to  $75-$100,  and  10%  for  larger  amounts. 

Selecting  an  attorney. — Consulting  other  stores  in  non- 
competitive lines  for  recommendations  may  be  the  course 
followed  in  selecting  an  attorney.  A  store's  bank  may  be 
able  to  make  a  good  recommendation.  The  simple  act  of 
retaining  a  lawyer  will  not  suffice,  because  lawyers  who  lack 
responsibility  are  not  rare.  There  are  others  not  organized 
to  handle  collections  in  a  systematic  way.  Incompetents  are 
found  in  every  town  of  size.  Some  attorneys  will  give  good 
service  on  a  large  account,  but  will  neglect  a  small  one. 

If  accounts  average  small,  the  creditor  may  call  to  discuss 
this  fact,  in  tendering  the  business.  "If  these  claims  are  too 
small  to  interest  you — secure  your  aggressive  efiforts — I'll 
take  them  to  someone  else."  The  incentive  to  expend  seri- 
ous effort  on  small  claims  is  usuallv  the  contact  established 
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with  a  potential  client  of  importance.  However,  there  are 
many  collection  lawyers  and  agencies  who  do  not  take  this 
long-range  view  and  give  little  or  no  attention  to  small 
accounts. 

The  personal  connections  of  an  attorney  Avith  a  debtor 
sometimes  become  a  factor  in  collections.  Lodge  and  reli- 
gious affiliations  may  interfere. 

Form  for  forwarding  claims. — "Will  you  please  undertake 
the  collection  of  the  following  claim?"  reads  a  forwarding 
form  of  a  Western  store. 

This  text  follows : 

"We  offer  you  a  contingent  fee  of  if  claim  is 

collected  without  suit.  If  suit  is  necessary  or  advisable,  ar- 
range for  fees  before  proceeding.  No  costs  or  retainer  of 
any  nature  will  be  allowed  unless  previously  arranged.  If 
these  terms  do  not  make  the  claim  worthy  of  your  attention, 
please  return  at  once. 

"Please  do  not  ask  for  an  itemized  bill  unless  it  is  abso- 
lutely necessary. 

"Please  reply  promptly  to  our  inquiries — they  will  be  few. 

"Please  make  remittances  of  collections  within  ten  days." 

The  amount  filled  in  for  contingent  fee  varies  with  the  size 
of  claim  and  other  conditions. 

The  bottom  third  of  the  sheet  is  headed,  "Acknowledg- 
ment. Please  use  space  below  for  report  and  return  in 
enclosed  envelope." 

First  come  blanks  for  name  of  debtor,  amount,  and  com- 
mission basis.    These  questions  follow — 

"Do  you  believe  account  collectable? 

"If  not,  why? 

"If  debtor  has  moved  from  address  given  al)ove,  kindlv 
give  ]>rcscnt  address  if  you  know  it. 

"If  unable  to  give  this  account  proper  attention,  please 
refer  us  t(j  some  one  whom  you  can  recommend." 

A  special  form  is  used  for  inquiries.    The  store  asks,  "Will 
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\uu  i)lease  report  promptly  your  progress  on,  to  date,  and 
the  prospects  of  collecting,  the  following  account?"  The 
recipient  is  requested  to  return  the  sheet,  using  white  space 
provided  for  a  reply.  "If  no  collections  have  been  made," 
the  store  continues,  "please  state  why.  Make  accurate  reply 
to  facilitate  our  records  data." 

Cooperation  with  attorney. — Having  carefully  selected  at- 
torney or  agency,  the  credit  grantor  should  cooperate  fully 
with  such.  Referring  accounts,  he  should  be  sure  that  ad- 
dress information  given  is  the  latest  he  has.  He  should  give 
all  information  which  may  help — who  the  debtor  is,  why  he 
has  not  paid,  where  he  works,  resources  believed  to  be  pos- 
sessed. Moreover,  all  new  information  reaching  the  creditor 
while  account  is  in  attorney's  hands  should  be  relayed  im- 
mediately. Everywhere,  agencies  and  attorneys  serve  best 
the  client  who  cooperates  with  them. 

When  a  debtor  moves  to  do  business  direct — this  is  a  com- 
mon development — the  creditor  should  "take  care  of"  the 
attorney.  The  latter  should  be  consulted  and  his  advice 
heeded. 

Claims  against  distant  debtors. — Recognized  and  widely 
used  lists  of  collection  attorneys  include  the  ^American  Law- 
yers' Annual,  American  Lawyers'  Quarterly,  Guaranteed 
Attorneys'  List  of  United  States  Fidelity  and  Guaranty  Com- 
pany, Martindale's  American  Law  Directory,  Hubl^ell's  Le- 
gal Directory,  and  others.  List  publishers  endeavor  to 
protect  subscribers  against  unfair  practice.  Authorized  for- 
warders are  guaranteed  against  overcharges ;  there  is  guar- 
anty of  one  sort  or  another  against  embezzlement  of  funds 
collected.  List  publishers  exercise  considerable  care  in  se- 
lection of  attorneys ;  but  the  practical  consideration  of  being 
represented  means  that  attorneys  who  are  lax,  slow,  and 
generally  inefficient  are  found  in  considerable  proportion  on 
lists.    The  condition  should  be  understood. 

The   forwarder  picked   is   important,   because   it   may   be 
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necessary  to  follow  the  claim  assiduously  to  get  action.  It 
is  possible,  of  course,  to  eliminate  a  forwarder  and  deal  direct 
with  local  attorney.  Banks  can  put  their  customers  in  touch 
with  collection  attorneys  in  distant  places,  the  creditor  doing 
business  direct.    Local  credit  bureaus  forward  claims. 

Advertising  accounts  for  sale. — The  club  of  publicity  is 
wielded  with  obvious  pressure  for  results  when  a  creditor 
writes  a  debtor  that,  lacking  payment  or  suitable  arrange- 
ments by  a  certain  date,  he  will  advertise  the  account  for 
sale.  The  idea  is  an  old  one,  but  never  has  been  more  than 
a  borderline  method.  The  fact  that  the  community,  retail 
and  consumer,  does  not  approve  of  the  plan  should  be  suf- 
ficient reason  for  its  rejection.  Most  newspapers  will  refuse 
such  advertising.  The  risk  of  libel  suits  is  present  also,  and 
actual  cases  have  been  decided  against  the  creditor. 

"Trick"  contracts  of  collection  concerns. — There  is  need 
for  warning  against  collection  concerns  which,  selling  a 
series  of  letters  and  forms,  contract  to  handle  difficult  ac- 
counts for  collection.  "Trick"  contracts,  which  under  any 
ordinary  collection  results  give  practically  all  proceeds  to 
the  concern,  are  sold  by  high-pressure  salesmen.  Difficulty 
in  obtaining  accountings  is  reported  by  many  clients. 

With  even  the  best  of  such  concerns,  charges  usually  run 
very  much  higher  than  comparable  service  can  be  obtained 
elsewhere. 

Analyzing  a  commonly-sold  contract,  the  Detroit  credit 
bureau  took  a  hypothetical  case.  Under  the  contract,  with 
collections  amounting  to  $145,  the  collection  concern  would 
hold  $122.75.    The  commission  percentage  would  be  86%. 

"Given  the  same  set  of  facts  and  the  claims  forwarded  to 
us,"  the  bureau  remarked,  "the  commission  charged  to  credi- 
tor would  be  $36.75  if  the  accounts  were  under  six  months 
old  at  the  time  received.  If  (ner  six  months,  $61.25  would 
have  l)ecn  the  total  charge  made." 

The  moral  of  the  foregoing  is  that  the  retail  store  should 
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thoroughly  study  a  collection  contract  before  signing.  Un- 
der many  thousands  of  these  contracts  which  have  been  sold, 
and  something  in  collection' accomplished,  the  creditor  has 
not  received  a  penny.  On  the  basis  of  an  investigation  by 
the  Retail  Merchants'  Association  and  the  Associated  Re- 
tail Credit  Men  of  Colorado  and  Wyoming,  the  legislatures 
of  these  states  passed  laws  compelling  foreign  collection 
agencies  and  all  others  specializing  on  collections  to  post  a 
Jj^5.000  bond  with  the  secretary  of  state. 

Bankruptcies. — Bankruptcy  proceedings  begin  with  a  pe- 
tition— either  voluntary,  in  which  case  the  debtor  asks  to  be 
adjudged  a  bankrupt,  declaring  his  inability  to  meet  his 
debts ;  or  involuntary,  based  on  committing  by  debtor  of  one 
or  more  "acts  of  bankruptcy."  The  petition  in  the  latter 
event  may  be  filed  by  three  creditors  whose  claims  aggre- 
gate $500  or  more,  or  one  creditor  having  a  claim  of  like 
amount  if  there  are  less  than  twelve  creditors. 

"Acts  of  bankruptcy  by  a  person,"  states  the  National 
Bankruptcy  Law,  "shall  consist  of  his  having  (1)  conveyed, 
transferred,  concealed,  or  removed,  or  permitted  to  be  con- 
cealed or  removed,  any  part  of  his  property,  with  intent  to 
hinder,  delay  or  defraud  his  creditors,  or  any  of  them;  or  (2) 
transferred,  while  insolvent,  any  portion  of  his.  property  to 
one  or  more  of  his  creditors  wdth  intent  to  prefer  such 
creditors  over  his  other  creditors;  or  (3)  suffered  or  per- 
mitted, while  insolvent,  any  creditor  to  obtain  a  pref- 
erence through  legal  proceedings,  and  not  having  at  least 
five  days  before  a  sale  or  other  disposition  of  any  prop- 
erty affected  by  such  preference  vacated  or  discharged  such 
preferences ;  or  (4)  suffered  or  permitted,  while  insolvent, 
any  creditor  to  obtain  through  legal  proceedings  any  levy, 
attachment,  judgment,  or  other  lien,  and  not  having  vacated 
or  discharged  the  same  within  thirty  days  from  the  date 
such  levy,  attachment,  judgment,  or  other  lien  was  obtained; 
or  (5)  made  a  general  assignment  for  the  benefit  of  his  cred- 
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itors ;  or,  while  insolvent,  a  receiver  or  a  trustee  has  been 
appointed,  or  put  in  charge  of  his  property;  or  (6)  admitted 
in  writing  his  inability  to  pay  his  debts  and  his  willingness 
to  be  adjudged  a  bankrupt  on  that  ground." 

The  court  having  adjudged  the  debtor  a  bankrupt,  a  referee 
is  designated.  The  examination  of  the  debtor  is  held  before 
the  referee,  as  are,  commonly,  other  proceedings.  Liquida- 
tion of  the  debtor's  assets,  culminating  in  distribution  to 
creditors,  is  in  the  hands  of  a  receiver  appointed  by  the  court 
and  a  trustee  appointed  by  the  creditors.  The  receiver  or- 
dinarily is  appointed  trustee.  Filing  of  proofs  of  claim  by 
creditors  is  permitted  up  to  six  months  after  adjudication. 
It  is  not  necessary  to  retain  an  attorney  to  file  a  claim.  A 
suitable  form  may  be  obtained  at  a  stationery  store  handling 
legal  forms.     Filing  is  with  the  referee. 

Any  creditor  is  entitled  to  be  represented,  personally  or 
by  proxy,  at  each  meeting  of  creditors  for  examination  of 
debtor  or  other  business.  Common  procedure  resorted  to, 
effecting  economies,  is  the  election  of  a  creditors'  commit- 
tee which,  in  turn,  retains  an  attorney,  whose  fee  is  prorated 
among  the  creditors. 

The  bankruptcy  act  permits  composition  settlement.  If 
the  majority  in  number  and  amount  of  all  creditors,  on  the 
basis  of  claims  which  have  been  allowed,  votes  to  accept, 
such  acti(Mi  occurs.  Usually,  upon  an  offer  of  composition, 
creditors  hold  new  examination  of  the  debtor. 

A  first  dividend  must  be  declared  within  thirty  days  after 
adjudication,  if  sums  at  hand  will  pay  5%  or  more  of  claims 
which  have  been,  or  ])rol)ably  will  be,  allowed.  The  final 
dividend  must  not  be  declared  in  less  than  three  months  af- 
ter the  first.  Other  dividends,  after  the  first,  may  be  de- 
clared whenever  there  is  10%  or  more  available  for  division. 

The  dividends  of  the  average  bankruptcy  case  in  which  a 
retail  store  is  interested  are  usually  very  small.     The  typical 
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creditor  gives  little  attention  to  the  proceedings,  feeling  he 
cannot  afford  to  do  so. 

One  approach  to  more  satisfactory  bankruptcies  is  a  per- 
sonal interest  and  participation  in  proceedings  by  individual 
creditors.  A  creditors'  committee  composed,  not  of  attor- 
neys holding  proxies,  but  of  creditors  themselves,  is  far  more 
efficient  than  the  first  type  of  committee,  which  is  very  com- 
mon. 

One  of  the  most  recent  proposals  for  the  improvement  of 
the  bankruptcy  act  is  made  by  the  Bureau  of  Business  Re- 
search, Ohio  State  University,  in  A  Critical  Analysis  of  the 
Operation  of  the  Bankruptcy  Act  in  Oliio.  An  "official  receiver- 
ship plan"  is  explained,  advocated,  it  is  stated,  by  the  Mer- 
chants' Association  of  New  York  and  the  Association  of  the 
Bar  of  the  City  of  New  York.  An  Ohio  survey  found  441 
out  of  465  bankruptcies  to  have  had  net  assets  of  $10,000  or 
less;  186  cases  averaged  $1,320;  92  cases  had  no  assets,  and 
132  cases  averaged  $8.05. 

What  is  needed,  the  Ohio  bulletin  argues,  is  a  plan  which 
will  provide  for  efficient  administration  of  small  estates  with 
low  expense.  The  "official  receivership  plan"  would,  it  is 
declared,  greatly  reduce  expense. 

Obviously,  the  policy  of  the  credit  grantor  will  be  to  avoid 
bankruptcy  entanglements  as  much  as  possible.  With  group 
arrangements,  many  situations  of  insolvency  can  be  handled 
with  100%,  or  nearly  that,  payment  of  creditors.  Credit  bu- 
reau managers  have  quite  frequently  managed  informal  com- 
position settlements  between  insolvent  debtors  and  creditor 
groups,  showing  the  debtor,  on  one  hand,  what  it  meant  to 
his  reputation  to  go  through  bankruptcy  and  making  an  ap- 
peal to  his  manhood,  and,  on  the  other,  possessing  the  con- 
fidence of  creditors,  showing  how  preferable  a  composition 
settlement  at  a  discount  was  to  bankruptcy. 

One  store  credit  manager,  whose  attitude  toward  debtors 
in  distress  is  typically  a  cooperative  one,  reports  his  expe- 
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rience.  Forced  into  bankruptcy  by  other  creditors,  a  bank- 
rupt has  later  paid  in  full  the  store  which  treated  him  in  a 
friendly  way.  In  fact,  this  store,  showing  great  considera- 
tion to  customers  in  difficulties,  does  not  hesitate  to  ap- 
proach a  debtor  after  bankruptcy  and  frankly  ask  for  pay- 
ment. Of  course,  the  debtor  frequently  will  not  respond  to 
the  appeal,  but  he  does  in  a  sufificient  percentage  of  cases  to 
make  the  policy  a  profitable  one.  A  desire  to  rehabilitate 
credit  standing  can  frequently  be  capitalized. 

When  a  creditor  does,  despite  precautions,  have  a  claim 
against  a  bankrupt,  far  more  personal  interest  should  be 
taken  in  proceedings  than  is  now  the  case.  Even  though, 
amount  of  claim  considered,  the  store  will  lose  money  imme- 
diately by  giving  strict  attention  to  its  claim,  there  is  strong 
argument  for  the  latter.  The  acquaintance  developed  with 
conditions  of  bankruptcy,  the  experience  derived  in  an  inves- 
tigation and  management  of  the  claim,  will  pay  out  in  im- 
proved skill  and  judgment  for  credit  work  in  general;  there 
may  be  immediate  increased  return  which  compensates. 


CHAPTER  XIX 

GETTING  THE  NEW  ACCOUNT 

FOR  a  period  of  years  the  condition  in  retailing  has  been  a 
general  opportunity  in  charge  account  expansion.  Stores 
able  to  add  credit  volume  soundly  have  forged  ahead.  Ad- 
vertising appropriations  which  have  given  large  attention 
to  development  of  new  charge  accounts,  plus  working  of  old 
accounts,  have  brought  the  greatest  results  per  dollar. 

This  chapter  on  new  account  promotion  is  written  for 
stores  able  to  handle  credit  business  advantageously.  The 
latter  implies  ability  to  finance  soundly  the  increase  in  ac- 
counts receivable.     It  implies  possession  of  credit  skill. 

Gradual  expansion  best. — New  account  promotion  should 
not  be  regarded  as  a  "miracle"  plan  for  increase  in  sales. 
There  are  cogent  reasons  why  the  gradual  expansion  of 
charge  volume  is  the  best.  Credit  administration  is  based 
in  practice  on  two  separate  foundations.  One  of  these  is  a 
store's  own  ledger  experience.  The  second  is  the  experience 
of  other  stores,  coupled  with  pertinent  related  data. 

A  store  whose  credit  volume  has  been  built  up  gradually 
has  a  charge  business  operated  with  high  proportionate  use 
of  its  own  ledger  experience.  If  credit  management  has 
been  skilful,  it  has  a  large  group  of  "tested  and  true"  charge 
accounts,  a  condition  of  first  importance  for  sound  credit. 

When  new  accounts  are  opened  rapidly  in  large  numbers, 
the  proportions  in  the  situation — customers  with  store's 
own  ledger  experience  and  customers  granted  credit  on  an- 
other basis — are  seriously  disturbed.     There  is,  too,  the  dan- 

243 


244  RETAIL  CREDIT  PRACTICE 

ger  that  the  store  will  drift  away  from  the  former  standards 
of  application  scrutiny  and  investigation. 

There  have  been  numerous  disastrous  experiences  in  at- 
tempting quickly  to  add  too  many  new  charge  accounts.  The 
policy  of  gradual  expansion  is  nearly  always  the  best. 

What  is  a  new  account  worth? — A  store  ought  to  know 
how  much  it  can  profitably  spend  to  get  each  new  charge 
customer.  The  amount  is  usually  much  more  than  is 
realized. 

The  average  annual  sales  to  charge  account  customers 
vary,  of  course,  from  one  store  to  another.  Homer  J.  Buck- 
ley, Chicago  direct  mail  expert,  gave  these  figures  before 
the  National  Retail  Dry  Goods  Association — clothing  store, 
$85  a  year;  department  store,  $362;  shoe  store,  $35  to  $68, 
depending  upon  size  of  family;  furniture  store,  after  main 
purchase  for  home,  $87. 

Any  store  can  develop  for  itself  similar  figures  by  dividing 
annual  charge  sales  by  total  number  of  accounts.  The  life  of 
the  average  account  cannot  be  exactly  known,  but  analysis 
will  show  the  general  condition.  An  approximation  can  be 
reached  of  the  "sale"  which,  in  a  sense,  is  made  when  a  new 
account  is  put  on  the  books.  There  are  complicating  fac- 
tors which  must  be  understood.  Thus,  the  method  used  to 
secure  a  new  account  influences  its  value.  This  is  especially 
true  of  stimulative  plans,  such  as  premiums  and  account- 
catchers. 

New  account  campaigns  have  secured  customers  for  as 
little  as  $3  each  ;  even  lower  figures  have  been  reported. 

The  general  principle  to  be  realized  is  that  a  store  can 
spend  much  uKjre.  ordinarily,  to  obtain  a  charge  customer 
than  it  can  to  effect  the  single  sale  of  an  article. 

Getting  charge  business  from  cash.— One  of  the  largest 
Western  shoe  stores,  more  than  twenty-five  years  on  a  cash 
basis,  felt  conditions  were  changing.  The  average  retail 
price  of  a  pair  of  shoes  had  doubled.    The  public  was  "charg- 
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ing"  its  purchases  far  more  than  when,  estabHshing  a  cash 
policy,  the  store  had  found  economic  winds  strongly  with 
it.     The  management  consulted  the  local  hurean   manager. 

The  credit  expert  replied  that  the  store,  offering  charge 
account  service,  should  immediately  do  a  larger  business 
than  before,  and  could  hope  continuously  to  increase  sales 
volume  through  credit  for  several  years.  "The  expense  of  a 
credit  department  will  add  little  to  your  overhead,"  he  de- 
clared. "Your  bad  debt  losses  need  be  no  more  than  negli- 
gible." 

"How  shall  we  go  about  adding  charge  business?"  the 
shoe  merchant  asked. 

The  answer  holds  good  for  any  business  changing  policy 
from  all,  or  mostly,  cash  to  credit.  "Begin  with  your  cash 
customers,"  the  credit  man  directed.  "Compile  a  list  of  good 
cash  customers,  the  ones  you  know  and  have  had  over 
a  considerable  period.  Write  them  each  a  letter  offering  the 
privilege  of  a  charge  account.  Follow  this  practice  contin- 
uously with  cash  customers.  Do  not  make  public  announce- 
ment that  you  offer  charge  account  service." 

The  shoe  store  solicited  its  first  charge  accounts  in  this 
way,  and,  as  credit  volume  increased  and  organization  was 
perfected,  turned  to  other  qualified  lists.  Policy  was  from 
the  start  conservative.  After  eight  years,  however,  the 
store's  credit  volume  had  become  42%  of  all.  Its  credit 
losses  had  always  been  below  Yz  of  1%;  its  sales  volume 
was  far  above  the  highest  reached  on  the  cash  basis. 

Getting  names  of  cash  customers. — City  stores  secure  cash 
customer  names  through  delivery  information,  name  and 
address  asked  for  to  complete  card-file  information  of  sizes 
for  reference  in  the  event  of  later  purchases,  checks  ten- 
dered, and  frank  inquiry  tactfully  made  in  conversation.  A 
department  store  reported  that,  systematically,  cash  cus- 
tomers paying  by  check  are  investigated  and  the  charge  ac- 
count privilege  tendered  if  the  rating  is  satisfactory.     An- 
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other  store  pays  floormen  25c  for  each  name  supplied  which 
becomes  a  charge  account. 

Mailing  lists  for  charge  account  promotion. — The  theoreti- 
cal simple  way  to  obtain  a  list  of  good  credit  risks  is  to  refer 
names  wholesale  to  the  local  credit  bureau  for  rating.     Some 
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Fig.  28.     Seeking  New  .Accounts,  this  Chicago  Comp.\ny  Restricts  Its 
Invitation  to  Customers  ok  Good  Credit  Habits. 


credit  bureaus  will  perform  such  service,  but  it  is  contrary  to 
the  regulations  of  others.  If  available,  this  largely  solves 
the  problem. 

In  cities  where  retail  credit  rating  books  are  published, 
there  is  a  convenient  list  source.  Otherwise,  if  the  contem- 
plated list  is  large,  the  task  may  become  a  difticult  one.  One 
plat!  is  to  ol)tain  a  list  from  a  non-ompetitive  store  doing  a 


OmCE  or  THE  PRESrotwT 


We're  glad  you're  here! 

We  hope  you-' 11  like  Spokane.  N.i?-rly  everybody 
does.  And- this  "BIG  FRIENDLY  STORE"  has  a  mission  in 
life  of  making  folks  feel  at  hcras.  There's  none  of 
that  so-called  "exclusiveness"  about  us.  We're  human, 
we're  friendly,  and  we're  ready  to  serve  you  at 
any  time  and  at  all  times. 

In  thesft  busy  days,  a  convenient  charge  account 
is   more  than  just  convenient.  It's  almost  necessary. 

Knowing  you  are  of  the  class  of  charge  custCEcers 
we  appreciate ,' we  have  voluntarily  opened  a  thirty-day 
charge  account  here  for  you,  obviating  the  need-.of 
formalities  or  request  for  references.  It  i3  yours 
to  use  NOW,  or  at  nny   time  you  are  ready.  Just  sfiy 
"Charge  it",  as  you've  done  in  your  former  home.* 

This  is  just  one  of  our  ways  of  saying  "Welcome 
to  Spokane  -  to  CULBERTSON'S". 

This  convenience  is  available  today,  by  mail, 
telephone,  or  personal  shopping.  So  y^u  can  take  ad- 
vantai^e  immediately  of  the  special  offerings  prevail- 
ing now. 

Count  on  us  to  serve  you  to  the  UTMOST--always. 
Make  this  store  YOUR  STOKE.  Our  right  hand  is  extended 
with  sincerest  best  wishes  and  friendship. 

Yours  very  cordially. 


-r^<J(kujuC(n^c 


FRCi05A  President 

Fig.  29.  Making  a  Credit  Investigation  of  Xewcomers,  a  Wash- 
ington Store  Sends  this  Charge  Account  Invitation  to  Desirable 
Customers.  Letter  has  Fill-in  of  Date,  Name,  Address,  and 
Salutation. 
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large  business  on  credit.  A  Middle  West  merchant  ob- 
tained a  list  of  2,500  names  for  $100  through  the  services 
of  the  credit  bureau  manager.  The  credit  manager  supply- 
ing the  list  and  the  buyer  did  not  know  each  other's  identity, 
but  both  had  confidence  in  the  bureau  manager.  The  list 
produced  500  excellent  accounts  in  sixty  days. 

If  methods  of  qualifying  are  available — and  the  authors 
feel  the  necessity  of  qualification  must  be  emphasized — the 
store  can  secure  basic  lists  in  scores  of  ways.  Rosters  are 
obtainable  of  country  clubs,  luncheon  clubs,  exclusive  social 
organizations,  business  men's  associations;  there  are  numer- 
ous compilation  methods. 

Merchandising  appeals  to  unqualified  risks. — It  is  entirely 
feasible  to  work  with  straight  merchandise  appeals  a  good 
unqualified  basic  list — people  who,  as  a  group,  bu}^  on  charge 
accounts.  As  requests  for  charge  accounts  are  made,  the 
credit  department  handles  them  in  the  usual  way. 

Newlyweds  and  newcomers. — Two  types  of  prospects  for 
charge  accounts  which,  if  worked,  give  much  better  than 
average  results  are  newly  married  couples  and  new  residents; 
A  new  home  automatically  creates  a  new  buying  unit,  which 
will  soon  establish  buying  connections  for  food,  fuel,  furni- 
ture, and  other  things. 

Some  credit  bureaus  regularly  bulletin  marriages;  in  any 
event,  lists  can  readily  be  secured  from  the  i>roper  office. 
Lists  of  newcomers  may  be  obtained  from  public  utility  com- 
panies, moving  companies,  and  other  sources. 

Numerous  events  reported  in  newspapers  furnish  leads — 
purchase  of  an  automobile,  a  coming  social  afifair  of  impor- 
tance, early  departure  of  son  or  daughter  for  distant  school, 
etc. 

Suiting  the  list  to  the  store.  Mailing  lists  should  be  suited 
to  the  individual  advertiser.  This  means,  in  manv  cases, 
that  there  will  be  restriction  bv  territorv  limits.     Lists  should 
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be  restricted  to  the  types  of  customers  the  store  logically 
serves. 

Charge  account  arguments.  Jf  a  group  of  prospects  is 
kno^^■n  to  he  making  little  or  no  use  of  charge  accounts,  the 
solicitation  letter  should  explain  in  detail  charge  account 
advantages.  The  customer  can  buy  easily  by  telephone  at 
any  time,  can  take  advantage  of  store  sales  without  the  in- 
convenience of  C.O.D's,  The  delay  which  cash  payment 
for  goods  at  the  store  frequently  involves  is  obviated.  .\ 
charge  account  enables  the  customer  to  keep  the  household 
budget  with  much  less  labor,  and  many  users  declare  that 
it  actually  assists  the  housewife  to  run  the  home  with 
greater  economy. 

If  the  prospect  already  is  on  many  local  ledgers,  a  quite 
different  letter  is  required.  Here,  also,  charge  account  con- 
venience should  be  stressed — enabling  the  customer  read- 
ily to  avail  herself  of  the  superior  merchandise  and  service 
(which  the  letter  fully  describes)  of  the  store. 

A  third  approach,  available  for  either  group  of  prospects, 
is  the  offer  of  a  charge  account  in  connection  with  a  very 
appealing  merchandise  ofifer. 

Ingenious  advertisers  find  special  ways  of  adding  to  ap- 
peal, such  as  mentioning  that  adjustments  and  exchanges 
are  more  readily  accomplished;  that  the  store  extends  the 
privilege  of  advance  selection  for  major  sales  events  to  credit 
customers;  that  a  charge  account  at  the  advertising  store 
is  something  to  take  pride  in  and  that  it  adds  to  the  holder's 
credit  reputation. 

The  letter  dress. — Conscious  effort  to  remove  from  letters 
the  "advertising"  suggestion  is  a  recommended  practice. 
Some  stores  find  it  profitable  to  have  new  account  letters 
personally  typed,  although  the  message  is  a  form.  Any  mul- 
tigraphed  or  mimeographed  letter  should  preferably  have 
a  pen-and-ink  signature.     This  need  not  be  by  the  person 
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whose  signature  is  used.  An  office  assistant  can  be  devel- 
oped for  the  work. 

Stationery  and  printing  of  high  quality  are  preferable  for 
many  lists.  "Vanity"  psychology  may  prompt  use  of  special 
stationery  of  the  president  of  the  store,  carrying  his  signa- 
ture. 

Letters  to  women  may  well  be  produced  on  social  size, 
fancy  stationery,  and  the  atmosphere  of  courtesy  and  def- 
erence accentuated. 

Easy  for  prospect  to  respond. — The  general  principle  of 
all  direct  mail  advertising — that  it  should  be  made  just  as 
easy  as  possible  for  the  prospect  to  answer  the  way  desired — 
should  be  carefully  observed.  A  return  addressed  envelope 
and  a  convenient  information  card  are  standard  devices. 
They  add  somewhat  to  solicitation  cost  but  invariablv  con- 
tribute to  increased  results. 

Showed  low  charge  account  expense. — H.  Choate  &  Co., 
Winona,  Minn.,  employed  an  accountant  to  report  expertly 
on  the  actual  cost  to  the  store  customers  of  the  credit  priv- 
ilege, then  featured  the  report  in  advertising  with  the  asser- 
tion, "Charge  accounts  cost  you  nothing."  The  message 
concluded,  "We  solicit  the  monthly  charge  accounts  of  re- 
sponsible people." 

The  "best  selling  high." — The  "best  selling  high"  is  the 
price  range  used  with  maximum  chances  of  success,  appeal- 
ing for  new  charge  accounts.  Brozman.  a  sales  letter  ex- 
pert, advised  in  ll^oDien's  Wear  Daily.  New  account  cam- 
paigns can  be  based  very  successfully  on  special  events. 

A  store,  opening  a  "Fashion  Floor,"  sent  a  first  letter  in- 
viting the  recipient  to  a  fashion  show  of  original  models. 
This  letter  enclosed  (1)  a  photograph  of  the  new  floor;  (2) 
the  usual  charge  account  record  card;  and  (3)  a  return 
stamped  envelope.  Three  weeks  later  the  store  invited  all 
on   the  original   list   to  a   private   sale   of  copies  of   models 
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shown,  sng-g-esting  purchase  on  a  charge  account.  A  charjj^e 
account  return  card  was  enclosed. 

Adapted  letters  to  individuals. — Every  summer,  many  de- 
sirable department  store  customers  come  for  an  extensive 
stay  to  the  resort  city  of  Colorado  Springs,  Colo.  Hibhard 
&  Company  made  arrangements  with  real  estate  firms  to  re- 
port leases  made.  The  store  credit  department  determined 
the  credit  qualification  of  each  lessee;  then  the  acceptable 
prospects  were  solicited  by  "individualized"  letter. 

One  letter,  for  example,  complimented  the  recipient  upon 
his  good  judgment  in  selecting  his  summer  home,  and  men- 
tioned the  wonderful  shade  trees,  the  view  of  Pike's  Peak. 
Another  letter  alluded,  in  opening,  to  a  recent  event  in  the 
prospect's  home  city — passing  of  a  big  bond  issue.  The  let- 
ters produced  a  high  percentage  of  opened  accounts. 

Invited  18,000  charge  accounts. — Hurst  Brothers  Com- 
pany, Dallas,  Texas,  in  a  six-page  newspaper  advertisement, 
invited  by  name  18,000  people  to  visit  the  store,  inspect  the 
stock,  and  open  charge  accounts.  Introducing  the  list  was 
a  message  signed  by  the  management. 

"The  publication  of  this  six-page  advertisement  was 
merely  the  opening  gun  in  our  campaign  to  secure  a  larger 
charge-account  business,"  explained  W.  S.  Loring,  advertis- 
ing manager,  quoted  in  Retail  Ledger.  "The  list  is  also  being 
followed  up  by  mail,  by  personal  solicitation  and  other  ways, 
but  I  doubt  very  much  whether  anything  else  we  can  do  will 
create  the  comment  and  build  up  the  volume  of  business 
achieved  by  this  first  smash." 

Bank  cashier  campaign. — The  Retail  Ledger,  Philadelphia, 
stated  that  Neiman-Marcus  Company,  Dallas,  Texas,  work- 
ing a  list  of  some  5,000  names,  secured  2,000  new  charge  ac- 
counts in  ten  days. 

To  the  cashier  of  every  important  Texas  bank  the  store 
sent  a  card  of  introduction  to  a  principal  Dallas  hotel.  This 
card  was  made  out  in  the  name  of  the  cashier's  wife,  with 
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the  privilege  of  a  store  charge  account  offered.  The  letter 
suggested  that  the  cashier  might  like  to  please  ten  or  twelve 
other  women  of  his  city  by  enabling  them  to  receive  the  card 
of  introduction  to  the  hotel,  also  the  charge  account  priv- 
ilege, at  the  Neiman-Marcus  store.  Cashiers  were  asked  to 
give  only  such  names  as  their  banking  experience  warranted 
them  in  recommending  for  a  line  of  retail  credit.  This  mail- 
ing was  completed  with  a  blank  for  the  approved  names,  and 
a  stamped  return  envelope. 

Approximately  49%  of  the  names  worked  became  new 
charge  accounts  for  the  store. 

Russek's  clever  memos. — Two  memos  were  used  by  Rus- 
sek's,  New  York  apparel  shop,  in  a  clever  appeal  to  women. 
Upon  one  memo,  signed  by  the  credit  manager,  was  the  no- 
tation, "The  attached  was  received  from  the  firm's  president 
instructing  me  to  have  ready  for  your  use  a  charge  account." 
The  second  memo  carried  the  heading,  "From  the  President 
to  the  Credit  Manager."  Other  wording  was  quite  brief,  in 
keeping  with  memo  practice.  "Re:  Mrs.  Smith.  Please 
open  a  charge  account  in  the  above  name.  References  un- 
necessary.    Account  O.K." 

Along  with  these  memos  went  a  blank  to  be  filled  out  by 
the  new  charge  customer. 

Credited  new  account  with  $1. — Before  Christmas,  a  Colo- 
rado store  opened  accounts,  crediting  each  with  one  dollar, 
for  a  large  number  of  local  people  known  to  be  very  desir- 
able charge  customers. 

A  series  of  three  letters,  as  necessary,  went  out  to  this  list 
of  credit  prospects.  Each  letter  called  attention  to  the  one- 
dollar  credit — it  belonged  to  the  prospect,  the  store  wanted 
it  spent  whether  anything  in  excess  was  purchased  or  not. 

New  account  bonus. — An  Oklahoma  City  hardware  store. 
Pettee's,  offered  employees  one  dtillar  for  each  charge  ac- 
count secured.  The  employee  was  recniired  to  take  the  new 
customer  to  the  credit  manairer,  introducing  her.     If  the  ac- 
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count  was  opened,  the  credit  manager  gave  a  slip  to  the 
customer,  who,  returning  to  the  salesperson,  delivered  it — 
at  once  authority  for  the  sale,  and  a  voucher  for  the  dollar 
bonus,  to  be  turned  in  at  the  oftice. 

Combined  credit  and  savings  plan. — This  plan,  reported 
by  Meat  Merclmndising,  secured  two  hundred  new  accounts 
in  two  months  for  a  Wisconsin  market.  The  new  customer 
opened  an  account  with  $5  at  a  local  bank;  the  market  added 
$5;  the  customer  agreed  to  deposit  $5  a  month  for  eight 
months.  The  account  was  subject  to  the  customer's  account 
with  the  market.  If  the  customer  abandoned  the  plan  short 
of  nine  months,  the  $5  was  returned  to  the  market ;  other- 
wise it  belonged  to  the  customer. 

Solicitors. — A  plan  which  sends  solicitors  from  house  to 
house,  the  canvass  beginning,  "We  noticed  you  in  our  store, 
and  wonder  if  you  would  not  like  to  open  a  charge  account," 
has  had  department  store  use. 

Front-porch  advertising, — Located  in  a  large  city,  but  it- 
self a  small  concern,  serving  only  neighborhoods,  a  dairy 
employed  a  series  of  three  "front  porch"  advertising  pieces, 
distributed  by  hand.  A  free  sample  bottle  of  milk  was  of- 
fered. New  customers,  most  of  them  on  a  charge  account 
basis,  were  secured  for  approximately  $4  each. 

Telephone  solicitation  with  direct-mail  follow-up.  This 
plan  begins  with  a  telephone  message  to  an  approved  credit 
prospect.  She  is  invited  to  visit  the  store  and  examine  the 
selection  of  merchandise,  A  week  later,  if  she  has  not  made 
a  purchase,  a  form  letter  is  sent  mentioning  the  telephone 
conversation. 

Billboard  invitation.  "Well-Recommended  Thirty-Day 
Charge  Accounts  Considered  The  Same  As  Cash,"  was  the 
headline  invitation  of  a  ])ainted  bulletin  of  a  Boulder,  Colo., 
clothing  store. 

Newspaper  charge  invitation, — Overwhelming  practice  of 
charge  account  stores  favors  direct  mail  promotion  of  new 
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accounts  over  newspaper  promotion.  It  is  only  in  the  instal- 
ment trades  that  the  credit  privilege  is  extensively  offered  in 
newspaper  advertising.  Newspaper  invitations  promiscu- 
ously reach  good  and  poor  credit  risks.  The  direct  mail 
solicitation  can  be  to  selected  people. 

Of  application  for  charge  accounts  produced  by  newspaper 
solicitation,  some  from  present  cash  customers  must  be  de- 
clined— an  unfortunate  necessity. 

There  are  stores  reporting  satisfactory  experience  with 
newspaper  invitations.  The  invitation  can  be  worded  in  pro- 
tective manner.  The  phrase,  "Cash  or  approved  credit," 
and  such  offers  as,  "Well-rated  charge  accounts  welcomed," 
"Credit  extended  on  satisfactory  references,"  and  the  like, 
discourage  poor  risks.  The  medium  through  which  the 
charge  invitation  is  extended  is  of  consequence. 

Checking  the  results. — An  ef^cient  routine  for  handling 
new  account  promotion  may  begin  by  placing  names  on  3x5 
filing  cards,  one  for  each  prospect.  These  cards  also  carry 
essential  address  and  credit  rating  information.  Before  use, 
all  names  are  checked  against  the  store's  records  to  verify 
the  non-customer  condition. 

The  cards  are  filed  alphabetically,  and  as  solicitation  let- 
ters are  sent  a  notation  of  letter  key  number  and  date  is  put 
upon  each  card.  As  there  is  response,  cards  are  lifted  and 
properly  endorsed.  Some  recipients,  it  is  likely,  will  write 
that  they  do  not  choose  to  open  an  account.  Others  will  ac- 
cept. Each  mailing  to  a  large  list  reveals  a  certain  amount 
of  "dead  wood,"  as  letters  are  returned  undelivered.  When, 
after  two  weeks  or  longer,  there  is  follow-up.  only  such  cards 
as  are  still  free  for  solicitation  will  be  used. 

There  should  be  close  check  of  all  new  account  mailings. 
A  common  experience  is  for  one  letter  costing,  say,  5c  de- 
livered, to  outpull  three  to  one  another  letter  costing  as 
nincli  or  more.  Wording  sonietimes  in  ways  hard  to  under- 
stand,  inlhunrcs    tlu-    rraiM i( ins   of   prospects    in    remarkable 
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degree.    The  only  way  to  know  whether  a  letter  is  successful 
is  to  check  actual  returns  against  the  number  mailed. 

Acknowledgments. — To  those  A\riting  t(j  accci)t  the  offer 
of  a  charge  account,  an  immediate  letter  of  acknowledgment 
should  be  sent.  Most  offices  use  forms  for  this  purpose.  An 
occasional  customer  may  ask  questions  which  call  for  a  dic- 
tated answer. 
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CHAPTER  XX 

MORE  BUSEXESS  FROM  OLD  ACCOUNTS 

CREDIT  department  records  show  which  customers  are 
buying  and  the  nature  of  their  purchases.  A  by-product 
of  the  credit  system,  this  information  becomes  of  key  impor- 
tance when  put  to  skilful  use.  It  measures  the  success  with 
which  old  customers — the  group  usually  contributing  far 
more  than  any  other  to  store  prosperity — are  being  served 
and  invites  the  investigation  which  may  show  conditions  to 
capitalize  or  to  correct. 

The  two  principal  types  of  promotion  with  charge  account 
data  as  the  basis  are  (1)  advertising  and  selling  to  the  store's 
customer  list,  and  (2)  measures  to  restore  disused  accounts 
to  activity. 

It  is  recognized  that  the  most  logical  of  all  people  to  ad- 
vertise to  are  those  already  buying  of  the  store. 

Further,  it  is  known  to  be  much  easier  to  revive  an  inactive 
account,  on  the  average,  than  it  is  to  secure  a  new  account. 

Statement  inserts. — It  is  a  general  practice  to  enclose  ad- 
vertising material  with  monthly  statements.  Inserts  are 
usually  printed  on  light-weight  stock  and  a  number  can  be 
included  without  increasing  the  postage.  As  customers  re- 
ceiving can  be  limited,  inserts  are  sometimes  used  to  move 
small  clearance  lots.  Many  manufacturers  supply  imprinted 
leaflets  and  folders  for  statement  use. 

Some  stores  do  not  include  a<lvertising  matter  when  state- 
ment carries  a  past  due  balance.  Sf)me  do  not  use  it  at 
all,  believing  that   advertising  detracts   from   collection   ef- 
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fectiveiiess.  There  seems  little  practical  basis  for  this 
opinion,  however. 

An  objection  frequently  made  to  such  advertising  is  that 
it  "clutters  up"  the  letter,  and  the  statement  may  be  lost  in 
the  mass.  The  Kresge  Department  Store,  Newark,  N.  J., 
introduced  a  miniature  monthly  magazine,  3^^x634  inches, 
printed  on  light  weight  i)ai)er,  called  Fashions.  Containing 
as  many  as  sixteen  pages,  this  little  magazine  could  be  en- 
closed with  the  monthly  statement  and  still  permit  2c 
mailing. 

Giving  the  new  account  a  good  start. — Referring  to  the 
small  number  of  credit  applications  which  most  stores  de- 
cline, A.  J.  Walker,  credit  manager,  Oppenheim,  Collins  & 
Co.,  Brooklyn,  N.  Y.,  declared  in  a  Credit  World  article: 
"Such  being  the  case,  why  not  use  every  effort  to  induce  the 
new  account  to  make  purchases  while  he  or  she  is  in  the 
store?  Whoever  is  taking  the  application  is  talking  person- 
ally to  the  prospective  customer,  and  there  are  many  selling 
points  that  can  be  used  to  eflect  a  sale  .... 

"It  is  certainly  possible  to  obtain  enough  credit  informa- 
tion when  the  account  is  being  opened  to  determine  whether 
an  invitation  can  be  extended  then  and  there  to  make  use  of 
the  account.  There  is  nothing  to  prevent  the  person  from 
being  informed  that  purchases  may  be  made  and  will  be  sent 
as  soon  as  references  have  been  cleared. 

"The  purchase  may  develop  into  a  'take  with,'  but  if  im- 
mediate action  is  taken,  as  soon  as  the  customer  leaves  the 
office,  to  check  against  all  reference  books  and  the  deroga- 
tory file,  which  can  and  should  be  ke])t  up  to  date,  there  is 
no  reason  why  in  most  cases  small  purchases  should  not  be 
O.K'd." 

The  writer  declared  that  checks  made  in  some  stores 
thirty  to  sixty  days  after  accounts  were  oj^ened  had  shown 
40%  to  60%  not  used — a  condition,  he  argued,  making  pro- 
motional measures  imperative. 


OrnCE  OF  THE  PRrSIBENT 

My  attention  has  been  called  to  the  fact  that 
you  have  recently  become  one  of  our  charge  custom- 
ers, and  we  are  pleased  to  have  your  name  on  our 
books  as  one  of  our  regular  patrons, 

I  take  this  opportunity  to  say  that  it  is  our 
desire  to  give  our  customers  the  best  service  pos- 
sible, and  that  our  merchandise  shall  at  all  times 
give  -satisfaction. 

You  will  readily  understand  that,  with  sev- 
eral hundred  employees,  mistakes  may  possibly  happen 
that  are  not  in  accord  with  the  spirit  of  the  store 
or  the  wishes  of  the  management. 

If,  at  any  time,  you  should  not  be  pleased  with 
the  treatment  you  receive,  I  will  consider  it  a  per- 
sonal favor  if  you  will  either  call  at  our  office  or 
telephone,  and  frankly  tell  us  of  any  trouble  or  dis- 
satisfaction. Be  assured  that  we  will  adjust  the 
matter  to  your  satisfaction,  for  we  consider  no 
transaction  closed  tinless  our  customers  are  in 
every  way  sati-sfied. 

Inviting  you  to  make  use  of  our  store  conven- 
iences, and  trusting  that  the  opening  of  your  ac- 
count will  be  the  beginning  of  long  and  pleasant 
relations,  I  am 


Cordially  yours, 


fRQlQ  President 

Ik..  M).     Si'tciAi,  Pnfi.MOTioN  (ir  Xi:\v  Customlus  Begins  Lmmldi- 
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Analysis  of  inactive  accounts. — An  Ohio  store  in  thcnicn's 
clothing  trade  regularly  analyzes  inactive  accounts  with  a 
form  which  gives  the  customer's  name,  date  of  last  purchase, 
and  what  has  been  purchased  over  a  period  of  twelve  months. 
If  the  customer  bought  an  overcoat  the  ])ast  fall,  he  is  not 
regarded  as  a  prospect  for  one  this  season.  If  he  has  not 
bought  a  suit,  he  is  considered  a  prospect  for  one. 

Another  store  uses  a  rubber  stamp.  This  has  spaces  for 
suit,  overcoat,  furnishings,  and  hat.  Check  marks  indicate 
what  has  been  purchased.  The  advertising  department  sends 
the  direct  mail  matter  which  fits  the  customer.  Still  an- 
other store  transfers  names  of  inactive  accounts  to  cards  of 
a  Special  Service  Department.  Representatives  of  the  store, 
by  telephone  or  personal  visit,  base  effort  on  these. 

Another  method  is  to  take  the  credit  application  in  tripli- 
cate. Sixty  days  later,  the  credit  department  checks  the  trip- 
licate copy  with  the  account,  making  a  report  to  the  adver- 
tising department,  which  sends  a  suitable  letter  to  the 
customer. 

A  Western  clothing  store  puts  a  "limit"  upon  inactivity. 
If  a  customer  has  not  purchased  in  four  months,  he  auto- 
matically receives  promotion  material. 

Card  file  systems. — A  card  file  system  to  insure  aggressive 
development  of  new  accounts  has  been  successfully  used. 
On  a  3x5  card  is  put  the  name,  address,  and  source,  if  known, 
of  each  new  customer,  also  the  initial  jjurchase  data — 
amount,  when  paid,  balance  if  any.  Printed  on  the  card  is  a 
checking  form  for  follow-up  letters,  of  which  there  are  regu- 
larly three. 

Inactive  account  letters. — The  intensity  of  a  letter  cam- 
paign to  revive  inactive  accounts  should  be  in  proportion  to 
length  of  inactivity,  declared  Lester  Brozman,  a  letter  ex- 
pert, in  IVoiiieii's  Wear  Daily.  A  six  months'  "inactive"  should 
have  two  letters;  a  twelve  months'  "inactive,"  three  or  four. 

The  compliment  which  the  letter  pays — the  store's  special 
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interest  in  the  customer's  patronage,  its  feeling  that  he  is 
more  than  ordinarily  desirable — is  one  of  the  reasons  why 
letters  to  inactive  accounts,  well  done,  average  high  in  re- 
sults. The  inactive  account  letter  is  one  of  the  easiest  sales 
letters  to  write  in  manner  to  "pay  out." 

One  class  of  inactive  account  letters  gives  customers  who 
have  stopped  buying  through  some  grievance  an  opportunity 
to  "talk  it  over"  with  the  store.  In  fact,  the  store  may  go 
so  far  as  to  promise  adjustment  in  advance. 

1,215  letters,  $4,500  sales. — Nathan's,  Houston,  Texas, 
sent  two  letters  to  an  inactive  account  list  of,  originally,  638 
names.  These  accounts,  excellent  in  respect  to  credit  rating 
and  buying  power,  had  been  inactive  for  six  to  twelve 
months.    Patronage,  it  was  clear,  was  going  to  other  stores. 

The  first  letter  "revived"  sixty-one  accounts.  This  was 
the  letter,  quoted,  as  are  other  details,  from  Direct  Mail 
Selling — 

"In  the  operation  of  the  Post  Office  Department,  the 
United  States  Government  conducts  the  largest  business  in 
the  world. 

"Were  you  to  stop  buying  postage  stamps  and  other  mer- 
chandise the  Post  Office  sells,  the  man  at  the  head  of  the 
business  would  hardly  notice  that  you  had  discontinued  trad- 
ing at  his  place  of  business. 

"With  us,  it's  different!  Our  business  is  not  so  large  but 
that  we  note  the  absence  of  the  names  of  our  good  customers 
from  our  books. 

"We  try  to  take  a  j^ersonal  interest  in  each  and  every  one 
who  favors  us  with  patronage.  We  try,  always,  to  render  the 
very  best  of  service  and  to  give  one  hundred  cents  worth  of 
value  for  every  dollar  spent  in  our  store. 

"We  miss  yon.  If  we  have  been  dilatory  in  our  service  to 
you — if  you  have  the  least  feeling  that  the  Nathan  Standard 
has  not  beeti  fulfilled  in  your  case — won't  you  give  us  an- 
(jther  trial?" 


The  Denver  Dry  Goods  Co., 

IMPORTERS  AND  RETAILERS. 

NEW  YORK  OFFICE  TELEPHONE 

180  MADISON  AVE.  KEYSTONE  2111 


Sold  to 


1498 


DENVER,  COLO. 


JOHN    T.  BARTLETT 
1005    MAPLETON 
BOULOEri    COLO 


NOTICF:    f  Lr*5E  BrTACM  THE  UW>ER  POBTION  Of  THJS  STATEMENT  AND  M«n.  WITH  YOUR  REMrTTANCE,   YOOR  CANCEU.EO  CHECK  WHEM 
RmjRNrO  BY  YOUR  BANK  WILL  CONSTITUTE  A  VALID  TECEIPT  FOR  THE  AMOUNT  PAID. 

YOUR  ACCOUNT  WITH  THE   DENVER    DRY  GOODS  COMPANY  ALSO  ENTITLES  YOU  TO 
THE  CONVENIENCE  OP  CHARGE  PURCHASES  AT  "JACCARD'S"  Eiclutive  Jewtteri. 


We  misa  you.  Your  name  is  still  on  our  books: 
our  charge  account  service  is  still  at  your  disposal, 
yet  we  note  with  real  concern  that  you  have  not 
lately  favored  us  with  a  share  of  your  patronage . 

Naturally,  we  would  like  to  know  the  reason. 
Your  good  will" is  too  highly  valued  and  our  pride 
in  holding  your  approval  is  too  great  to  let  the 
matter  lightly  pass. 

We  shall  consider  it  a  personal  favor  if  you 
will  use  the  enclosed  post  card  and  jot  down  the 
reason  we  have  not  seen  you  recently.  And,  too,  we 
hope  it  will  point  out  to  us  how  we  may  better 
eerve  you. 


Sincerely  yours, 

THE  DENVER  DRY  GOODS  CO., 

^  President. 

Fig.  21.    A  Form  Message  to  Inac  tive  Accolxts.     It  is  Ac- 
companied BY  A  GOVKRXMEXT   PoSTCARD  ADDRESSED  TO  THE  StORE'S 

Department  of  Research.     (Fig.  J2.) 
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The  second  letter,  sent  to  all  not  buying  as  a  result  of  the 
first,  produced  127  actual  purchases,  making  the  total  sales 
for  both  letters  approximately  $4,500.    This  was  the  letter — 

"Mr.  George  M.  Cohan,  the  wizard  of  the  show  business, 
says.  Tf  you  haven't  got  them  anxious  between  the  first  and 
second  acts,  you  might  as  well  close  the  show.' 

"I  don't  mind  telling  you,  Mr.  Jones,  that  you  have  us 
anxious.     We  work  hard  here  at  this  store  to  get  good  cus- 

It  will  be  of  great  eissistance  to  us  if.  you  express  yourself  to  the  following: 

Are  our  Salespeople  courteous? _.- -    Are  deliveries  satisfactory? 

Do  you  find  in  our  store  most  of  tfie  merchandise  you  reqi»ire? What  dept. 

do  you   like   best? _ What   dept.   do  you  NOT  care  for? 

What  improvement  in  our  service  can  you  suggest  that  would  better  serve  you? 

Are  account«  correct? .._ Will   we   have   the  privilege  of  serving  you   through 

our  Charge   Office  this  seetson? _ _..    Notes _._ 
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Address 5ig. . ____ 

Fig.  32. 

tomers.  When  we  fear  we  have  lost  one,  it  makes  us  mighty 
anxious  to  know  why. 

"Some  businesses,  we  admit,  arc  like  a  match — they  blaze 
for  a  minute  and  then  go  out.  They  feel  that  if  they  lose 
one  customer,  another  will  take  his  place.  This  is  not  our 
idea  of  the  proper  spirit  to  put  behind  any  store.  We  would 
rather  have  the  trade  and  confidence  of  one  of  our  old  cus- 
tomers than  to  gain  two  new  ones.  If  we  can  retain  our  old 
friends,  new  ones  will  be  attracted  fast  enough. 

"Your  name  has  been  missing  from  our  ledgers  for  some 
time  and  we  note  its  absence.  Won't  you  dispel  our  anxious 
feeling  by  at  least  coming  in  and  telling  us  if  we  have  been 
dilatory  in  our  service  to  you?" 
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Chicago  specialty  store's  letter. — Homer  J.  Buckley,  direct 
mail  expert,  speaking-  before  the  National  Retail  Dry  Goods 
Association,  offered  a  letter  sent  by  a  Chicago  specialty  store 
to  1.000  customers  who  had  stopped  buying  which  secured 
response  from  730.  This  was  the  letter,  beginning,  "Dear 
Madam,"— 

"If  one  of  these  days  you  should  discover  that  a  mighty 
good  friend  of  yours  to  whom  you  had  given  the  best  you 
had  in  the  way  of  friendship,  courtesy  and  understanding, 
had  suddenly  stopped  visiting  you,  without  apparent  cause, 
you  would  want  to  know  why,  wouldn't  you? 

"This  business,  which  has  taken  me  twenty  years  to  make 
successful  and  highly  esteemed,  is  the  biggest  thing  in  my 
life.  My  customers  in  every  sense  of  the  word  are  my  best 
friends,  for  they  make  my  success  a  reality.  You  are  one 
of  them.  I  have  honestly  tried  to  give  you  the  best  I  had 
in  every  possible  way. 

"It  is  nearly  a  year  now  since  you  have  been  in  this  store. 
Being  human,  it  is  quite  possible  that  I  have  done  something 
or  sold  you  something  with  which  you  are  not  thoroughly 
satisfied.  If  that  is  the  case,  won't  you  come  in  and  tell  me 
about  it?  Just  as  one  person  to  another,  even  now,  if  you 
were  not  satisfied  with  the  last  purchase.  I  will  make  things 
right  in  the  way  that  will  suit  you.  This  is  no  suggestion  that 
you  need  to  buy  anything.  I  would  appreciate  having  an 
opportunity  of  talking  it  over." 

"Come  directly  to  me"  appeal. — This  letter  uncovered 
several  complaints  which,  when  adjusted,  immediately  pro- 
duced new  business.  W.  B.  Barr,  of  the  W.  B.  Barr  Lumber 
Co.,  Denver,  invited  customers  to  come  to  him  in  the  event 
of  dissatisfaction.     He  signed  the  letter. 

"One  of  my  pet  theories  is  that  an  old  customer  deserves 
extra  special  consideration  and  should  always  have  a  share 
of  the  proprietor's  personal  attention. 

"I  try  to  keep  in  close  touch  with  everything  that  goes  on 
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in  this  business.  But  one  of  the  penalties  of  growth  is  the 
increasing  difficulty  of  giving  each  detail  that  personal  super- 
vision which  enables  me  to  keep  close  contact  with  every 
customer. 

"So  I  am  taking  this  means  of  telling  you  how  sincerely 
I  appreciate  the  business  with  which  you  have  favored  this 
firm. 

"I  also  vv^ant  to  invite  you  to  come  direct  to  me  should  any 
misunderstanding  arise  or  any  slip-up  in  taking  care  of  you 
occur. 

"We  have  the  ambition  to  be  your  source  of  supply  for 
everything  that  you  may  have  need  of  in  our  lines,  and  we 
earnestly  hope  that  you  will  grant  us  the  pleasure  of  serving 
you  as  often  as  you  are  in  the  market." 

Reference  to  specific  purchase. — A  Los  Angeles  store  con- 
structs an  inactive  account  letter  which  makes  specific  ref- 
erence to  a  purchase  of  the  customer — coat,  dress,  or  other 
apparel — inquiring  about  the  service  the  garment  has  given. 

Tied  in  with  manufacturer's  drive. — Enterprise  Furniture 
Co.,  a  Pacific  Northwest  concern,  revived  inactive  accounts 
with  a  sales  letter  based  on  a  manufacturer's  drive.  A  na- 
tionally advertised  mattress  was  being  offered  in  an  intensive 
newspaper  campaign  at  a  special  price.  The  Enterprise  com- 
pany invited  old  customers  to  buy  the  mattress  on  their 
established  acc(junts. 

The  statement  stunt. — Fairly  common  practice  is  for  a 
store  to  i)roduce  statements  for  customers  owing  the  store 
nothing.  Sometimes  these  bear  a  message  such  as,  "You 
don't  owe  us  a  dollar!  We  wish  you  did!"  followed  perhaps 
by  an  announcement  of  a  coming  store  event  of  special  cus- 
t(jmer  ai)i>eal. 

Private  sale. — The  inacti\e  customer  is  given  the  oppor- 
tunit}'  to  bu)'  at  a  private  sale  offering  ai)pealing  values.  The 
follow-up  may  be  advertising  of  a  public  sale  of  the  same 
merchandise. 
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Credit  card  letter ;  35.90^r  returns. — Much  promotion  mat- 
ter to  old  customers  takes  customer's  satisfaction  for 
,e:rantcd.  The  store  and  its  merchandise  is,  in  friendly  way. 
called  to  the  attention  of  the  customer  who  hasn't  recently 
bought. 

A  letter  of  H.  Liebes  &  Co.,  San  Francisco,  accompanied 
by  a  credit  introduction  card,  was  sent  to  2,179  customers  of 
excellent  rating  who  had 'not  used  their  accounts  for  some 
time.  There  were  607  responses — 35.90%.  The  average  pur- 
chase was  $39.35;  the  total.  $23,994.65.  This  was  the  letter 
signed  by  Frank  Batty,  credit  manager — 

"FAITH  and  CONFIDENCE— two  important  words ! 

"They  are  the  foundation  upon  which  is  transacted  a  yearly  busi- 
ness amounting^  to  billions  of  dollars. 

"Your  credit  rating  is  something  of  which  you  may  be  proud — it 
is  GOOD.  Upon  looking  over  our  records  we  find  you  have  not 
been  using  your  credit  privileges  with  us  for  some  time, — so  this 
letter  is  written  with  the  express  purpose  of  telling  you  that  we  have 
appreciated  your  patronage  and  will  be  particularly  pleased  to  have 
you  make  your  Spring  purchases  here. 

"For  your  convenience,  we  enclose  a  Credit  Card.  It  will  serve 
the  double  purpose  of  introduction  to  our  various  departments  and 
identification. 

"Our  buyers  have  assembled  many  beautiful  fashions  and  fancies, 
from  Europe  and  America,  and  we  are  sure  you  will  enjoy  an  after- 
noon spent  in  looking  through  the  many  fascinating  showings." 

The  credit  card,  approximately  3>^x2  inches,  incorporated 
the  arrangement  shown  on  the  following  page. 

Unused  departments. — The  next  step,  once  regular  policy 
determines  inactive  accounts  and  sets  out  to  revive  them,  is 
to  ascertain  which  departments  of  the  stores  are  and  which 
are  not  being  used,  by  active  accounts.  It  has  been  stated 
that  most  department  store  customers  do  not  buy  in  half 
the  store's  departments.     Based  on  an  analysis  of  accounts, 
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CREDIT  CARD 

To  Department  ^Managers : 

Introducing    , 

Address '. 

who  has  estahlished  her  credit  with  us. 


H.  LlEBES  &  Co. 

By  F.  Batty,  Credit  Manager. 


advertising  to  increase  purchases  in  unused  departments  can 
be  successful. 

General  charge  list  promotion. — For  specific  mailings,  a 
charge  list  can  be  classified  into  many  groups,  as  farmers, 
families  with  small  children,  followings  of  individual  sales- 
men, and  numerous  others.  There  are  few  stores  which  turn 
to  full  advantage  the  possibilities  in  customer  analysis,  imple- 
menting successful  mail  advertising,  which  the  credit  records 
furnish.  The  most  important  part  of  any  general  mailing 
list  is  the  charge  customer. 

Telephone  selling. — A  shoe  store  maintains  a  card  index 
record  of  each  charge  customer's  sizes.  A  letter  informs  the 
customer  that  at  any  time  she  can  buy  of  the  store  by  tele- 
])hone,  charging  to  her  account.  The  store  gladly  will  send 
out  a  selection  of  styles  and  qualities.  A  high-class  grocery, 
confronted  by  a  downtown  parking  problem,  developed  a 
system  whereby  order  clerks  daily  call  lists  of  customers,  at 
the  time  desired  by  the  customer.  The  purchases  are 
charged. 

Men's  wear,  women's  wear,  and  department  stores  have 
svstematic  plans  for  sales  by   telejihone  to  charge  account 
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customers.  Closing  out  an  item,  a  salesman  calls  a  number 
of  personal  custcimers,  offering  the  bargain.  For  an  annual 
clearance,  charge  customers  are  invited  l)y  telephone  to  use 
the  privilege  extended  them  of  two  days'  advance  purchase. 
By  telephone,  the  attention  of  customers  is  called  to  attrac- 
tive new  arrivals. 

It  may  be  possible,  theoretically,  to  use  telephone  sales 
plans  with  a  cash  customer  list,  but  the  condition  is  that 
comparatively  little  of  this  is  done.  The  inference  is  unmis- 
takable, that  the  charge  system  develops  an  essential  back- 
ground of  friendly  and  continuous  relationship,  and  ofifers, 
besides,  necessary  conveniences  in  telephone  charge  and  de- 
livery service. 

Undoubtedly,  there  is  in  buying  a  spontaneous  condition 
of  growth  in  the  use  of  the  telephone.  A  survey  service  for 
business  papers,  Retail  Statistics  Service,  sent  postcard  ques- 
tionnaires to  city  housewives,  taken  at  random  from  a  house- 
to-house  street  directory,  thus  securing  a  typical  proportion 
of  non-subscribers  to  telephone  service.  Five  principal  resi- 
dential districts  were  covered.  Of  all  housewives  replying, 
85%  used  the  telephone  for  some  buying.  Of  these  over  60% 
bought  in  part  on  charge  accounts,  and  a  high  proportion 
l^ought  90%  or  over  "charge." 

The  essential  place  of  the  telephone  in  retail  distribution 
must  be  recognized.  It  is  a  live  field  for  original  sales  plans 
based  on  charge  accounts. 

Public  relations  department. — Some  large  department 
stores  maintain  a  public  relations  de]:)artment  in  charge  of  a 
manager  who  has  special  skill  in  contact.  The  public  rela- 
tions manager  works  in  close  cooperation  with  the  credit 
manager. 

An  opportunity  in  retail  store  promotions. — It  can  be  ar- 
gued with  ])ractical  regard  for  values  that  considerable  of  the 
cost  involved  in  handling  charge  accounts  is  offset  by  the 
advertising  and  sales  promotion  value  of  the  data.     There  is 
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a  mixed  condition  respecting  the  promotional  use  to  which 
individual  stores  put  credit  record  information.  Some  stores 
rear  on  it  as  a  foundation  wide  promotional  efifort.  Thou- 
sands of  stores  largely,  or  wholly,  ignore  it.  The  assertion 
of  authorities  on  direct  mail  advertising  is  that  there  exists 
general  opportunity  for  far  greater  use,  with  profit,  of  credit 
records  in  store  promotion: 


CHAPTER  XXI 
FUNDAMENTALS  OF  ENSTALMENT  CREDIT 

THE  instalment  plan  is  a  scientific  adaptation  of  the  credit 
principle  to  a  type  situation.  When  wisely  used,  it 
should  be  viewed  as  an  opportunity  in  retail  credit.  Substi- 
tuted for  an  open  account,  instalment  credit  will  in  many 
cases  diminish  the  risk  taken.  A  second  function  is  to  bring 
within  the  scope  of  credit  a  large  volume  of  business  which 
could  not  otherwise  be  done. 

The  theory  of  instalment  credit — and  the  actual  condi- 
tion if  the  plan  is  carefully  used — is  not  increase,  but  marked 
reduction,  in  the  credit  risk.  The  seller  obtains  a  portion  of 
the  price  before  the  goods  are  delivered.  Security  for  per- 
formance of  the  payment  agreement  is  the  article  itself, 
available  for  repossession  in  the  event  of  default.  The  sched- 
ule of  payments  is  adapted  to  the  buyer's  flow  of  income. 

The  instalment  plan,  approved  by  thousands  of  the  coun- 
try's expert  credit  men  on  the  basis  of  thorough  working 
acquaintance;  endorsed  by  Prof.  E.  R.  A.  Seligman,  after  an 
exhaustive  study, ^  and  by  other  economists  ;  cannot  longer  be 
regarded  as  in  the  field  of  controversy.  The  problem  is 
wholly  one  of  skilful  use. 

Fundamental  principles. — The  Kiplinger  Washington 
Agency,  quoted  in  Xntionul  Retail  Clothier,  February  3,  1927, 
p.  100,  outlined  an  instalment  selling  ])olicy — 

1.   Instalment  merchandising  should  be  limited  to 

(a)    Articles  which  add  to  the  earning  ])ower  of  the  pur- 

1  Tlic    Ilcoiw>itics    of    Instalment    Selling,    E.    R.    A.    Seligman,    New    York, 
Harpers,  1927. 
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chaser  or  to  his  permanent  or  semi-permanent  as- 
sets. 

(b)  Articles  which  are  necessary  or  very  useful. 

(c)  Articles  which  involve  larger  outlay  than  the  aver- 
age person  is  able  to  make  at  one  time. 

2.  Down-payment  should  be  required  in  an  amount 

(a)  Sufficient  to  cover  the  difference  between  the  first 
and  second  hand  value  of  the  article  plus  the  deal- 
er's profit  on  the  transaction. 

(b)  Sufficient  to  give  the  purchaser  an  incentive  to  con- 
tinue payment. 

3.  Periodical  payments 

(a)  Should  never  outrun  the  life  of  the  article. 

(b)  Should  always  exceed  the  depreciation  in  value  of 
the  article  sold. 

4.  Instalment  transactions  should  only  be  entered  into  af- 
ter a  careful  credit  investigation,  and  the  combined  in- 
stalment obligation  which  the  buyer  has  to  meet  should 
not  exceed  10  to  15  per  cent  of  his  regular  income. 

Three  ''safety  principles"  oft'ered  by  Milan  Y.  Ayres  are: 
(1)  Down-payment  should  be  sufficient  to  give  the  purchaser 
a  sense  of  ownership;  (2)  at  no  time  should  the  unpaid  bal- 
ance be  more  than  the  resale  value  of  the  goods;  (3)  pay- 
ment should  be  completed  before  sufficient  time  has  elapsed 
to  permit  the  buyer  to  feel  that  his  purchase  is  obsolete. 

Instalment  credit  is  resorted  to  in  the  sale  of  an  astonish- 
ing number  of  articles  for  which  charge  account  credit  does 
not  suffice.  The  variables  are  customer,  article,  down-pay- 
ment, contract  ])erio(l,  payment  inter\al.  payment  amount, 
security  arrangement.  Working  with  these,  the  practical 
credit  grantor  is  able  to  adapt  a  tremendously  effective  pay- 
ment principle — division  of  the  total  amount  into  numer- 
ous small  regular  payment.s — to  the  end  of  satisfaction  to 
llu-  buyer  and  ])rofit   to  the  store. 
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The  indispensable  element  in  economic  instalment  selling 
is  expert  coordination  and  adaptation  of  the  variables  men- 
tioned. 

What  instrument  shall  we  use? — The  instalment  seller 
chooses  between  lease,  conditional  sale  contract,  and  chattel 
mortgage.  The  considerations  affecting  choice  are  rather 
numerous.  The  merchandise  being  sold  and  the  laws  of  the 
state  in  which  business  is  done  become  the  main  factors. 
Instruments  which  facilitate  the  repossession  process,  elim- 
inating formal  procedure,  have  obvious  appeal  and  tend  to 
be  popular  where  foreclosure  laws  under  chattel  mortgage 
are  strict. 

An  important  consideration  is  concerned  with  taxes.  Here 
is  a  piano  company  which  has  in  instalment  accounts  at  one 
time  upwards  of  half  a  million  dollars.  Shall  the  customer, 
who  is  buying  the  piano  on  instalments,  pay  the  taxes,  or 
the  company?  The  statutes  of  states  vary  so  that  in  some 
states,  the  mortgagee  being  taxed,  the  conditional  sale  con- 
tract is  used.  In  other  states,  where  mortgagor  is  taxed, 
the  chattel  mortgage  form,  if  otherwise  available,  is  em- 
ployed. 

The  instalment  seller  should  adopt  legal  instruments  which 
give  maximum  protection  with  minimum  of  legal  formality, 
in  the  event  of  default ;  provide  for  interest  on  payments 
when  not  made  until  after  maturity ;  forbid  the  l)uyer  to 
move  property  without  seller's  written  consent,  except  as 
modifying  privileges  are  specifically  extended ;  establish  the 
buyer's  responsibility  for  loss  and  damage.  Some  sellers  in- 
clude insurance  in  the  carrying  charge ;  otherwise,  it  may  be 
stipulated,  at  buyer's  expense,  in  the  instrument. 

Sale  contract,  chattel  mortgage,  lease. — The  conditional 
sale  contract,  as  its  name  implies,  retains  ownership  of  the 
article  for  the  seller  until  the  buyer  has  completed  payment. 
The  mortgage  form  conveys  title  to  the  buyer,  who  conveys 
it,  in  turn,  to  the  seller,  with  the  provision  that  title  will  again 
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become  the  buyer's  if  he  pays  the  debt.  The  lease  rents  the 
article  to  the  buyer  for  fixed  rental  sums  which,  in  the  aggre- 
gate, constitute  the  price  of  the  article.  There  is  provision 
whereby,  on  non-cnnipliancc  with  terms,  the  lessor  may  re- 
possess; on  the  other  hand,  the  lessee,  carrying  out  the 
terms,  secures  title.  Leases  of  this  sort  have  been  held  by 
many  states  to  be  conditional  sales. 

Especially  when  repossession  value  is  little  or  nothing,  as 
with  clothing  sold  on  the  instalment  plan,  additional  protec- 
tive measures  are  used.  The  salary  assignment,  the  "con- 
fession of  judgment,"  the  instalment  note,  entire  obligation 
maturing  at  once  if  there  is  a  default,  are  found.  For  ex- 
ample, a  large  department  store,  regularly  using  a  condi- 
tional sale  contract  for  furniture,  has  an  instalment  note  for 
ten-payment  clothing  sales.  The  form  stipulates  addition 
of  10%  for  collection  if  services  of  attorney  must  be  used. 

Repossession. — Although  it  is  generally  true  that  under 
conditional  sales  contracts  the  seller  may  repossess  upon 
default,  all  payments  made  by  buyer  being  forfeited,  there 
is  more  or  less  regulation  of  procedure  among  the  states. 
Under  some  circumstances,  certain  states  require  an  ac- 
counting before  seller  can  have  property  back  free  and  clear 
of  all  claims  of  the  purchaser.  The  procedure  which  sellers 
may  resort  to  in  some  states  is  foreclosure,  as  though  the 
contract  were  a  chattel  mortgage.  The  goods  are  sold  at 
public  or  private  sale,  proceeds  applied  to  the  debt,  and  an 
accounting  made  to  the  buyer.  If  the  debt  to  seller  is  not 
fully  paid,  the  seller  may  bring  suit  for  the  deficiency. 

Filing,  acknowledgments,  etc. — Filing  or  recording,  mak- 
ing the  conditional  sale  contract  effective  against  third  par- 
ties, is  required,  as  with  chattel  mortgages,  in  nearly  all 
states.  Fully  to  protect  the  seller,  the  instrument  should  be 
filed  or  recorded  on  or  before  the  day  goods  are  delivered. 
A  practice  has  developed  among  instalment  sellers  of  wait- 
in}/  until  conditional  sales  contracts  accumulate,  then  mak- 
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ing"  a  visit  to  the  recorder's  office,  or  perhaps  regularly 
making  such  visits  once  a  month ;  this  practice  is  to  be  con- 
demned. Other  "short  cuts"  should  not  be  attempted,  as, 
for  example,  signing  of  contract  by  customer  before  the 
space  has  been  filled  in  with  the  merchandise  i)urchased. 


Thii  Indenture  Witnesseth.  Thai 

City    County Stite   

(hereafter  known  at  the  payee)  agrees  to  lease  unto 

City  County Sute  

party  of  the  second  part,  the  following  property  herein  described  with  prices  attached  thereto: 

Said    is  to  have  the  right  to  use  said  property  and  agrees  to  pay 

installments  is  follows:     $ on 19 and  $ 

on  each  succeeding until  the  full  sum  shall  be  paid. 

The  said  several  sums  10  be  paid  for  use  of  said  property,  without  relief  from  valuation  and  appraisement  laws. 

and  with per  cent  interest  on  all  pa)-ments  past  due.  and   with  attorney's  fees.  Upon  the  payment  of  the  last 

and  all  of  said  sums,  the  title  to  said  property  shall  pass  to  secon  d  party  and he shall  become  the  absolute  owner  there- 
of; but  until  said  time,  the  title  and  ownership  is  in  said  payee,  his  or  their  agent  or  assignee.  In  case  of  default  in  pay- 
ment of  all  or  any  one  of  said  sums  or  part  thereof,  or  if  the  said  payee  deems  itself  insecure  for  any  reason,  it  or  its  agents 
shall  have  the  right  to  take  immediate  possession  of  said  property  wherever  it  may  be  found  without  demand  or  notice  of 
any  kind,  and  all  sums  before  paid  by  said  second  party    shall  be  applied  as  paid  for  the  rent  and  use  of  said  property. 

Said  party  of  the  second  part  agrees  to  use  said  property  at 

and  not  remove  it  to  any  other  place  without  the  written  consent  of  said  payee. 

19 Signature Party  of  the  second  part 

Witnesses Signature Payee 


Form  A.  C.  13 


DATE  19 

DESCRIPTION 

CHAOSES                11 

i 

0AT6 

CREDITS 

e/^UAUCE 

DATE 

CREDITS 

BALANCE 

DATE 

CREDITS 

BALANCE 

1 

_l 

Fig.  SS.     The  National  Retail  Hardware  -Association   Developed  this 
Lease  Contract  Form  for  Members. 
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Statutes  among  the  states  differ  with  respect  to  acknowl- 
edgment, witnesses,  and  other  points.  It  is  always  desir- 
able to  have  the  contract  witnessed.  Whether  buyer  and 
seller,  or  the  first  only,  shall  sign  the  conditional  sale  con- 
tract; the  period  of  validity;  provisions  for  renewal  and  can- 
cellation ;  when  contract  must  be  filed  or  recorded — all  vary 
among  the  states.  There  is  similar  variation  for  chattel 
mortgage  procedure.  A  digest  of  state  laws  would  make  an 
impressive  compilation.  In  contrast,  the  procedure  which 
satisfies  legal  requirements  in  each  state  becomes,  when 
learned,  usually  simple  routine. 

An  enforceable  instrument. — A  legal  form  which  is  sound 
for  instalment  practice  in  one  state  may  be  seriously  deficient 
if  used  in  another.  The  only  safe  course  is  to  use  forms 
which  have  full  approval  of  local  legal  counsel. 

There  is  widespread  use  of  unenforceable  instalment  in- 
struments. "What  if  our  contract  is  unenforceable?"  a  credit 
jewelry  house  declared.  "It  impresses  the  customer;  that  is 
all  that  is  needed."  It  is  true  that  in  the  past  customers 
questioning  unenforceable  contracts  have  been  so  rare  as 
to  have  little  practical  importance.  Regard  for  the  dignity 
of  credit  dealing  demands  that  this  condition  be  not  capi- 
talized. Instalment  instruments  should  conform  throughout 
to  statutes,  and  be  enforceable. 

Instalment  credit  capital  requirements. — Increase  in  the 
time-outstanding  period  under  the  instalment  plan  does  not 
exceed  that  under  the  charge  account  method  to  the  degree 
which  is  commonly  supi)osed.  The  receivables  turnover  of 
a  great  many  retail  stores  on  the  charge  account  basis  is  in 
excess  of  three  months.  An  Ohio  State  University  investi- 
gator, H.  D.  Comer,  making  a  detailed  analysis  of  the  ten- 
payment  plan  for  clothing,  concluded  "It  seems  conservative, 
thcrt-fore.  to  say  that  the  ten-]iaymcnt  plan  is  reducing  the 
f)utstanding  about  SOVr  ."  The  ten-payment  plan  calls  for 
20%  or  25%  down,  balance  in  ten  weekly  payments. 
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As  department  stores,  hardware  stores,  jewelers,  and  other 
merchants  have  introduced  deferred  i)ayment  plans  for 
selected  accounts — in  particular,  for  those  customers  who  it 
is  known  cannot  pay  in  thirty  days — the  instalment  plan 
has  actually  operated  to  reduce  time  outstanding. 

Making  such  allowances  as  these,  however,  instalment 
credit  has  high  capital  requirements. 

Under  the  actual  operating  conditions  of  1925  a  study  of 
Ayres'  estimates  as  revised  and  adapted  by  Seligman  sug- 
gests that  an  automobile  dealer  had  in  receivables,  on  the 
average,  approximately  five  months'  business;  a  furniture 
dealer's  receivables  were  very  close  to  seven  months ;  a 
jeweler's,  slightly  over  five  months ;  a  clothing  store's,  be- 
tween six  and  seven  weeks. 

A  formula  used  by  Seligman  has  practical  value  for  instal- 
ment   sellers    arriving    at    capital    requirements.      This    is 

N  +  1 


2K 

yielding  the  ratio  of  average  outstanding  to  total  amount 
of  instalment  credit  granted.  N  represents  number  of 
months  taken  on  the  average  to  complete  instalment  pay- 
ments; K,  number  of  months  in  year,  the  period  for  which 
volume  of  instalment  paper  can  be  estimated  by  the  mer- 
chant in  arriving  at  a  calculation  of  capital  needs. 

How  instalment  sellers  finance. — The  practice  is  very  com- 
mon among  instalment  sellers  of  discounting  instalment  cus- 
tomers' notes  with  banks,  or  placing  the  notes  as  collateral 
for  bank  loans.  Such  financing  costs  dealers  from  S}i%  to 
7y2%.  (Social  and  Economic  Consequences  of  Buying  On  the 
Instalment  Flan,  Wilbur  C.  Plummer.  p.  25). 

Of  95  radio  dealers  reporting  to  the  School  of  Business, 
University  of  Kansas,  all  but   18  stated  that   they  financed 
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themselves.  Three  concerns  reported  that  their  instahnent 
paper  was  handled  entirely  by  finance  companies. 

Manufacturers  participate  to  a  considerable  extent  in  in- 
stalment financing-,  through  advance  datings  or  notes  effect- 
ing a  virtual  instalment  plan  between  dealer  and  manufac- 
turer. 

A  retail  lumber  company  at  Spokane,  Wash.,  saw  an  op- 
portunity to  increase  business  by  deferred  payment  sale  of 
building  materials,  in  particular  for  remodeling  jobs  running 
$100  to  $300.  Employees,  on  an  instalment  plan,  put  up  the 
capital  for  the  financing.  An  incidental  purpose  was  served, 
because  employees  enthusiastically  found  deferred  payment 
customers.    The  return  to  employees  was  about  20%  a  year. 

Although  finance  company  service  is  relatively  more  ex- 
pensive than  other  common  financing  methods,  it  is  used  of 
necessity  by  many  instalment  sellers.  Standardized  control 
policies  of  finance  companies  tend  directly  to  improve  instal- 
ment practices  of  the  dealer.  E'nquestionably,  for  example, 
finance  company  influence  has  mainly  brought  about  tre- 
mendous improvement  in  automobile  selling  terms. 

Some  merchants  prefer  the  finance  company  method  be- 
cause, then,  responsibility  for  strict  collection  policy  com- 
monly passes  from  the  dealer  to  a  foreign  concern.  The 
collection  policies  which  finance  companies  pursue  are  strict 
and  successful. 

Finance  company  i^aj^er  is  of  three  types :  recourse,  non- 
recourse, and  repurchase.  \\'ith  the  first,  which  is  in  most 
general  use.  the  dealer  is  directly  responsible  for  the  obliga- 
tion if  the  buyer  defaults.  With  the  second,  he  avoids  the 
res]K)nsibility.  With  repurchase  i)aper,  the  dealer  buys  the 
article  from  the  finance  company  if  it  repossesses. 

The  charge  for  instalment  service. — The  standanl  carry- 
ing charges  of  one  store  are  2^/1%  for  six  months,  5%  for 
twelve  months,  and  lYi^  for  eighteen  months.  The  down- 
payment  is  deducted  from  the  price,  the  carrying  charge  fig- 
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iired  on  the  halancc,  aiul  the  total  of  balance  and  charge  di- 
vided by  the  number  of  payments  to  give  the  monthly 
amount.  This  store  relieves  the  customer  of  the  carrying- 
charge  if  the  account  is  paid  uithin  ninet}-  days. 

There  are  numerous  other  carr\ing  charge  ])ractices, 
among  them:  (1)  a  fixed  charge  for  each  $100  of  purchase, 
added  to  the  down-payment;  (2)  a  figure  calculated  on  bal- 
ance after  down-payment  at  a  fixed  monthly  rate  per  cent,  as 
one-half  of  one  per  cent ;  (3)  a  charge  produced  by  accurately 
computing  actual  interest-time  plus  a  collection  charge — on 
each  payment  the  customer  paying  interest  from  purchase  to 
due  date,  at  six  per  cent,  or  other  rate,  plus  a  collection 
charge,  scaled  down  with  increase  in  amount  of  sale ;  (4)  if 
carrying  charges  total  small  sums,  payment  is  reciuired  in 
advance,  although  on  other  goods,  pianos,  for  example,  a 
monthly  payment  basis  is  offered;  (5)  use  of  a  carrying 
charge  established  by  manufacturer  for  articles  nationally 
advertised  by  price. 

Other  measures  resorted  to  by  instalment  sellers  before 
the  general  problem  consist  in  establishing  a  flat  terms  price, 
irrespective  of  down-payment  and  period  payments,  a  cash 
price  being  obtained  by  applying  a  discount ;  exact  compu- 
tation of  interest  on  unpaid  portion  of  the  price  in  accord- 
ance with  the  paying  performance;  and  variations  in  great 
number.  A  criticism  of  common  interest  plans  is  that  they 
involve  extensive  bookkeeping  labor,  and  i)roduce  many 
misunderstandings. 

Ayres,  in  his  analysis  of  instalment  sales  of  1925,  cited 
10%  as  the  prevailing  carrying  charge  for  new  passenger 
cars,  new  trucks,  washing  machines,  vacuum  cleaners,  radio 
sets,  jewelry  store  goods,  stoves,  instalment  house  clothing, 
improvements,  tractors,  other  farm  machinery.  Carrying 
charges  for  other  articles  were  given  as,  household  furniture, 
15%  ;  used  cars  and  trucks,  15%  ;  phonographs,  12%  ;  pianos, 
18%;  sewing  machines,  20%;   electric   refrigerators,    15%. 
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Ayres  wrote  the  authors  May  21,  1928,  "We  believe  there 
lias  been  no  important  change  since  material  was  prepared. 
There  has  perhaps  been  a  slight  reduction  in  the  automobile 
rate,  but  apparently  only  a  slight  one." 

The  pivotal  down-payment. — The  down-payment  percent- 
age sensitively  affects  safety  of  the  instalment  sale.  The 
most  illuminating  studies  are  those  of  the  National  Asso- 
ciation of  Finance  Companies,  through  whose  efforts  a  stand- 
ard down-payment  of  33  1/3%  for  new  autombiles  has  been 
established.  In  1927,  repossessions  were  2.7%  for  new  cars 
sold  on  the  standard  down-payment,  5.9%  when  down-pay- 
ment was  25%. 

The  John  M.  Smyth  Co.,  large  Chicago  furniture  store, 
raised  down-payment  from  10%  to  25%,  H.  A.  Schey  related 
to  the  National  Retail  Furniture  Institute,  and  reduced  the 
number  of  collectors  from  34  to  7,  while  repossessions  on 
over  50,000  sales  were  not  over  200  in  1926.  The  office  force 
was  reduced  one-half.  Credit  loss  went  below  1%.  On  an 
increasing  business,  receivables  went  down. 

Raising  the  down-payment  automatically  eliminates  many 
undesirable  customers,  because  they  cannot  make  such  pay- 
ment ;  it  makes  performance  of  balance  of  agreement  easier, 
for  there  is  less  to  pay;  it  establishes  the  buyer's  important 
financial  interest  in  the  goods,  increasing  desire  to  retain. 
This  is  true,  yet  relative  imjiortance  of  down-payment  varies 
much  among  different  trades  and  obviously  is  influenced  by 
the  individual  customer. 

Down-payments  prevailing  in  instalment  trades. — A  paper 
read  by  Milan  V.  Ayres,  "Instalment  Selling  and  Its  Finan- 
cing." before  the  third  National  Automotive  Financing  Con- 
ference, Chicago,  November,  1*)26.  gave  average  down-pay- 
ments for  the  principal  articles  sold  on  the  instalment  plan 
in  1925.  Seligman  submitted  these  estimates  to  verification 
measures  and  made  various  changes.  The  down-payments 
which  thus  eventuated  were:  for  new  passenger  cars  and  new 
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trucks,  33.3%;  used  cars  and  trucks,  40%;  furniture,  15%; 
jewelry,  20%;  clothing,  instalment  house,  15%;  phono- 
graphs, 10%  ;  pianos,  15%.  Ayres  estimated  sewing  ma- 
chines, 10%;  gas  stoves,  15%;  mechanical  refrigerators, 
15%;  property  improvements,  25%;  tractors,  33.3%;  other 
farm  machinery,  20%  ;  all  other.  20%. 

Down-payments  vary  much  within  trades.  A  survey  by 
Furniture  Record  (October,  1927),  131  dealers  in  37  states 
reporting,  showed  an  average  down-payment  of  17.3%  for 
the  105  stores  answering  the  question.  The  minimum  aver- 
age down-payment  reported  was  4%.  High  average  down- 
payments  reported  were:  five  different  stores,  33  1/3%; 
one  store,  38%  ;  one  store,  35%.  Two  stores  reported  5%  ; 
one,  7%;  one,  8%;  one,  9%.  Nearly  thirty  reported  20%; 
10,  25%;  21,  \0%;  16,  15%. 

Kansas  Studies  in  Business,  No.  7,  classified  104  radio  dealers 
by  down-payments— 53.  25%;  17,  33%;  7,  10%;  7,  20%;  7, 
20%  to  35%;  5,  50%;  4,  25%  to  50%;  3,  10%  to  25%;  1. 
40%. 

Average  time  to  complete  payment. — Ayres  estimated 
average  time  to  complete  payment  in  months  to  be :  new  pas- 
senger cars  and  new  trucks,  12;  used  cars  and  used  trucks, 
12;  household  furniture,  18;  pianos,  24;  phonographs,  14; 
radio  sets,  6;  washing  machines,  12;  vacuum  cleaners,  9; 
sewing  machines,  18;  gas  stoves,  12;  refrigerators,  18; 
jewelry  store  goods,  10;  clothing:  instalment  house,  25 
weeks,  ten-payment,  ten  weeks;  property  improvements,  12; 
tractors,  12;  other  farm  machinery,  12.  Seligman  offered  as 
probably  more  accurate  for  pianos,  30  months,  and  for  phon- 
ographs, 10  months. 

Frequency  of  payments. — The  weekly  payment  is  general 
in  the  credit  clothing  and  credit  jewelry  trades  and  is  re- 
garded, despite  the  additional  oflfice  labor,  as  much  more 
efBcient  than  monthly  payments.  An  important  considera- 
tion is  the  "slipping"  account,  which  becomes  known  early. 
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while  the  amount  involved  is  relatively  small ;  a  skip  is  dis- 
covered with  minimum  loss  of  time. 

On  the  other  hand,  there  are  large  stores  which  have  aban- 
doned weekly  payments  for  monthly  payments.  The  lat- 
ter are  in  general  use. 

Local  conditions,  and  the  individual  customer's  receipt  of 
income,  clearly  determine  the  best  payment  interval  for 
store  and  also  for  customer. 

A  time-payment  chart. — One  of  the  large  manufacturers 
of  radio  receivers  furnishes  dealers  with  a  time-payment 
chart.  For  various  models,  each  given  a  number,  the  chart 
indicates  minimum  down-payment  (uniformly  reckoned  on 
a  25%  basis),  and  figures  for  payment  periods  of  various 
lengths.  For  all  sets  up  to  $545,  the  figures  are  given  for  12, 
11,  10,  9,  8,  7,  and  6  months.  On  higher  priced  sets,  fig- 
ures are  given  for  18  months. 

An  accurate  cash  discount. — Twenty  of  thirty-two  furni- 
ture stores  visited  in  a  survey  of  the  Bureau  of  Business  Re- 
search, Ohio  Sate  University  {McrcJiandise  Repossessions  in 
the  Instaluient  Furniture  Trade,  by  Josephine  A.  Lowrie,  No- 
vember, 1927),  allowed  a  10%  discount  for  cash,  8  allowed 
20%,  2  allowed  no  discount;  1  allowed  6%;  1,  15%.  Of 
twenty  stores  allowing  the  10%  discount,  14  offered  it  also 
for  payment  within  thirty  days  of  purchase,  and  6  of  the  8 
stores  allowing  20/{   did  the  same. 

A  condition  of  inaccurate  discounts  was  clearly  suggested. 

Lowrie  submits  tables  of  equivalent  cash  discounts,  cal- 
culated on  an  8%  carrying  charge.  Using  the  tables,  any 
merchant  learns  what,  in  a  given  situation  of  down-payment, 
the  equivalent  cash  discount  is.  To  this  he  has  only  to  add 
his  credit  loss  percentage  to  calculate  the  cash  price  com- 
mensurate with  tlu"  credit  i)rice.  The  tal)le  for  monthly  pay- 
ments is  reproduced. 
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TIME  PAYMENT  CHART 
Suggested  Instalment  and  Cash  Prices  on  Receiving  Sets 

rConiphM 


«flh  tpMkw*,  tVbOT  tmi  MCMtWlMl 


Numb«,of 
Monihs  to 

TVpcof  S»t 

No.  50 1 

No.SOi 

N0.6OI 

No.  602 

No.  52} 

No.  524 

N0.6JJ 

N0.6J4 

No.  734 

No.  744 

Complete 
P.,m.n. 

"'"'rZ'",^"' 

S  8.S.15 

$11565 

%  99.85 

$126,10 

$  83.75 

$116  25 

$  98.75 

$136.25 

$159,00 

$  249.00 

tt"m"vu'','t""!7  »» 

39  00 

61.00 

18 

r.=.l  Piym.nt 

3q24 

48.64 

l^.\'!£l"t'ri,„ 

852.21 

133464 

P^S'mcnMi' tm'fe  n.0. 

4100 

64.00 

17 

FlMl  P.JO.Ot 

34  06 

56.68 

Toul  Pnfc  00 

849.06 

1329  66 

Pi>in*n(  f-jr  twt  I5  dM 

43.00 

68.00 

16 

FiuJ  Pavn:eat 

41.gS 

55.68 

lr^.iito,nl  PUo 

84588 

1324.68 

Piymeivl  for  iM  U  it-.d.- 



4600 

72.00 

15 

FiMl  P*ym«Dt 

39.70 

6270 

842.70 

131970 

Kf.SS'(or'°6°rSl'i'3  mo. 

4900 

77  00 

Fiul  Pkytcest 

4352 

6472 

Kll^"V,pl.o 

839.52 

1314.72 

53  00 

8200 

13 

r,o.l  P.ymret 

4134 

7674 

7n','.Vlta"."pk=, 

830.34 

1309  74 

F^rr,'M''lo,' bni'u  n,o. 

24.00 

31.00 

27.00 

34.00 

2.3  00 

31.00 

27.00 

37  00 

>     57.00 

88.00 

F,.J  P„T.„>. 

16.31 

26.76 

20.47 

26.94 

13.32 

28.67 

17.02 

2627 

47.16 

87.76 

l«...Ur,.oi  run 

36S.46 

483.41 

417.32 

527.04 

35007 

485.92 

412.77 

56952 

833.16 

1304.76 

p".v'.%^M;V°6"'.''l0m« 

26.00 

34.00 

29.00 

37.00 

25.00 

34.00 

29.00 

40.00 

61.00 

96  00 

F.n.l  P.y»c=l 

18.99 

?6.03 

25.97 

29.05 

15.06 

27  93 

2254 

31.23 

60.98 

90.78 

Kl.n"",   M.a' 

367.14 

481.68 

415.82 

525!  15 

348.81 

484.18 

411.29 

567.118 

829.98 

1299.78 

pifi^T'li'to?'!.,.., 

28.00 

37.00 

32.00 

40.00 

27.00 

37.00 

32  00  1      43.00 

67.00 

105.00 

F.rJ  P.ymuit 

25.67 

31  29 

26.47 

37.16 

20.81 

33.18 

23.06 

42.18 

64  80 

100.80 

Iwllm,.,!  Pl.n 

365S2 

479  94 

414.32 

52320 

,  347.56 

482.43 

409. S)l 

565.43 

82680 

1294.80 

Kfrnrrffo,' tofs  no.. 

31.00 

41  00 

3500 

44.00 

30.00 

41.00 

3500 

48D0 

74.00 

116  00 

Fintl  Pftymciit 

28.35 

34.56 

32.97 

4327 

22.55 

3644 

2958 

43  14 

7^62 

112.82 

?r\'."?;ro';'r*Vi.„ 

364i0 

47.S21 

412  82 

521.37 

346.30 

480.69 

408.33 

56339 

82362 

1289.fe2 

P;"cr';'oT'li'r6°4?'rmo,. 

3500 

4000 

39:00 

50.00 

33.00 

46.00 

'  3900 

54  00 

83.00 

130.00 

F^iil  Piyn-.ent 

30.02 

3SS2 

38.48 

4338 

3030 

40.70 

35.10 

47.10 

80.44 

125.84 

l:!-i!ZZ°p°.n 

363.17 

476.47 

411.33 

519.48 

34505 

47895 

40685 

561.35 

820.44 

1284.84 

;'.tV."r.f loV ^6  mo.. 

40  00 

52.00 

45.00 

56  00 

38.00 

5200 

44.00 

61.00 

95.00 

148.00 

F..1  Ayta,, 

33  70 

47.09 

39.98 

55.48 

3204 

•^8.95 

42.61 

57.05 

88.26 

14286 

361.85 

474.74 

409  83 

517.58 

34379 

477.20 

405.36 

559.30 

81726 

1279.86 

■[■"""A'floJbmSm.. 

46.00 

60.00 

52.00 

67.00 

44  00 

60.00 

51.00 

71.00 

110  00 

171.03 

0 

Final  P»ym«t 

42.38 

57.35 

48.48 

54.59 

38.78 

5921 

50  13 

66,01 

10508 

17088 

£',^.1^;"°!^.^ 

360.53 

47300 

408.33 

515.69, 

34253 

475.46 

403.88 

55726 

814  08 

1274.88 

Cash  Price 

352.60 

462.60 

399.35 

504,35 

33500 

465.00 

39500 

545.00 

795  00 

1245  00 

k  UDallM  &Ul  p«y  BU 


Seplcmbtr  1*.  I«2; 


STROMBERG-CaRLSON  telephone  MFG.  CO. 
ROCHESTER,  N.  Y. 


Fir,.  34.  Payments  E.xcept  Dowx  Axn  Fixai.  Are  Fixer  ix  E\-ex-Doi.lar 
Amounts  by  this  Coxvexient  Chart  Supplied  Dealers  by  a  Radio 
-Maxikacturek. 


282 


RETAIL  CREDIT  PRACTICE 


Equivalent  Cash  Discounts  for  Monthly  Instalment 

Payments 

(Calculated  at  8  Per  Cent  Carrying  Charge) 


Number  of 
Monthly 
Payments 

Per   Cent  o 

i  Purchase 

Price  as  Down-Payment 

5 

10 

15 

20 

23 

33-1/3 

Equivalent 

Cash 

Discount 

Equivalent 

Cash    • 

Discount 

Equivalent 

Cash 

Discount 

Equivalent 

Cash 

Discount 

Equivalent 

Cash 

Discount 

Equivalent 

Cash 

Discount 

1  ....       0.69 

0.65 

0.62 

0.58 

0.54 

0.48 

2    .. 

. .      1.03 

0.98 

0.92 

0.87 

0.82 

0.73 

3    .. 

..      1.37 

1.30 

1.23 

1.16 

1.09 

0.97 

4    .. 

1.72 

1.63 

1.54 

1.45 

1.36 

1.21 

5    .. 

. .      2.07 

1.96 

1.85 

1.74 

1.63 

1.45 

6    .. 

. .     2.41 

2.28 

2.16 

2.03 

1.90 

1.69 

7    .. 

. .      2.75 

2.61 

2.46 

2.32 

2.17 

1.93 

8    .. 

. .      3.10 

2.93 

2.77 

2.61 

2.44 

2.17 

9    .. 

.  .      3.44 

3.26 

3.08 

2.90 

2.72 

2.42 

10    .. 

. .      3.79 

3.59 

3.39 

3.19 

2.99 

2.66 

11    .. 

.  .      4.13 

3.91 

3.70 

3.48 

3.26 

2.90 

12    .. 

.  .      4.47 

4.24 

4.00 

3.77 

3.53 

3.14 

13    .. 

. .      4.82 

4.57 

4.31 

4.06 

3.80 

3.38 

14    .. 

.  .      5.16 

4.89 

4.62 

4.35 

4.08 

3.62 

15    .. 

.  .      5.51 

5.22 

4.93 

4.64 

4.35 

3.86 

16    .. 

. .      5.85 

5.54 

5.24 

4.93 

4.61 

4.11 

17    .. 

. .      6.20 

5.87 

5.54 

5.22 

4.89 

4.35 

18    .. 

.  .      6.54 

6.20 

5.85 

5.51 

5.16 

4.59 

19    .. 

.  .      6.88 

6.52 

6.16 

5.80 

5.43 

4.83 

20    .. 

. .      7.23 

6.85 

6.47 

6.09 

5.71 

5.07 

21    .. 

. .      7.57 

7.17 

6.78 

6.38 

5.98 

5.31 

22 

.  .      7.92 

7.50 

7.08 

6.67 

6.25 

5.55 

23    .  . 

.  .      8.26 

7.83 

7.39 

6.96 

6.52 

5.80 

24    .. 

.  .      .S.61 

8.15 

7.70 

7.25 

6.79 

6.04 

25    .. 

.  .      8.95 

8.48 

8.01 

7.54 

7.07 

6.28 

26    .. 

. .      9.29 

8.80 

8.32 

7.83 

7.34 

6.52 

27    .. 

.  .      9.64 

<).13 

8.62 

8.22 

7.61 

6.76 

28    .. 

. .      9.98 

9.45 

8.93 

8.41 

7.88 

7.00 

29    .. 

..    10.33 

9.78 

9.24 

8.70 

8  15 

7.25 

30    .. 

..    10.67 

10.11 

9.55 

8.99 

8.42 

7.49 
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Merchandise  influences  instalment  terms  and  policies. 
"Nothing  l)iit  white  enameled  ranges  are  sold  to  the  instal- 
ment trade,"  related  an  article  on  the  Public  Hardware  Com- 
pany, Durham,  N.  C,  in  Southern  Horduvre  (January,  1928). 
"The  attractiveness  of  these  makes  them  easier  to  sell  in  the 
first  place,  and  when  it  is  necessary  to  repossess  one  after  a 
short  time,  it  can  be  cleaned  up  and  made  as  good  as  new. 
A  cast  iron  range  would  look  old  after  the  same  amount  of 
use  and  could  not  be  resold  except  with  a  heavy  discount." 

On  the  other  hand,  if  there  is  skih'nl  adaptation  of  terms 
to  merchandise,  the  instalment  plan  can  be  applied  with 
profit  to  many  articles  for  which  otherwise  it  would  be  im- 
practical. A  problem  with  radio  dealers,  for  example,  is  the 
set  which  goes  out  of  date  during  the  payment  period.  How- 
ever, anticipating  early  new  set  announcements,  dealers  have 
sold  to  advantage  by  doubling  the  down-payment  and  short- 
ening the  period. 

Coordination  of  merchandise  and  terms  may  afifect  very 
radically  the  price,  as  with  credit  clothing  (not  ten-pay). 
Here,  ordinarily,  no  repossession  value  exists;  a  garment 
means  less  and  less  to  the  customer  each  day.  Basing  the 
"easy"  terms  on  the  merchandise,  and  the  customer  condi- 
tion associated,  the  instalment  house  employs  a  mark-up 
permitting  it  to  take  a  relatively  very  high  bad  debt  loss. 
Instalment  selling  which  otherwise  w'ould  not  be  feasible 
on  the  terms  works  out  when  mark-up  is  125%,  down-pay- 
ments average  10%,  and  payments  are  so  arranged  that, 
largely,  customers  have  opportunity  to  "clean  up"  indebted- 
ness before  a  new  season  arrives.  The  adaptation  can  ex- 
tend to  range  of  merchandise.  One  credit  clothing  house 
found  losses  ran  so  high  on  clothing  at  high  price  levels  that 
it  reduced  its  range. 

The  ten-pay  plan,  shortening  payment  period  and  increas- 
ing down-payment,  enabled  stores  to  sell  at  a  mark-up  below 
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that  of  the  "easy  terms"  houses  and  to  appeal  to  a  type  of 
customer  never  reached  by  the  latter. 

In  practice,  stores  work  backward  from  terms  to  merchan- 
dise and  forward  from  merchandise  to  terms.  Alerchandise 
out  of  line  with  buying  power  in  either  direction  tends  to  in- 
crease repossessions  and  losses. 

Down-payment  with  application. — It  is  considered  impor- 
tant to  take  the  down-payment  with  application  though,  reg- 
ularly, decision  is  delayed  for  twenty-four  to  forty-eight 
hours.  The  proportion  of  people  who  change  their  minds, 
and  do  not  return,  when  the  down-payment,  or  deposit,  is 
not  made,  is  found  by  many  stores  to  be  large. 

Mail  orders. — One  credit  house  acknowledges  receipt  of 
a  mail  order  with  a  letter  stating  that  the  goods  are  being 
packed  for  shipment.  Meanwhile,  will  the  customer  please 
fill  out  the  enclosed  "introduction"  card?  This  calls  for  ap- 
plication blank  information,  including  references,  which  im- 
mediately are  cleared  through  the  credit  bureau. 

A  furniture  store  publishes  two  sets  of  down-payments. 
Down-payments  for  out-of-town  accounts  are  about  double 
those  required  of  local  people. 

Suiting  the  terms  to  the  individual. — The  credit  manager 
of  a  clothing  store  successful  with  the  ten-pay  plan  does  not 
explain  that  the  store's  requirement  is  25%  down.  He  asks, 
instead,  "How  much  do  you  want  to  pay  down?"  or  "How 
much  do  you  want  to  pay  each  week?" 

Either  question,  ordinarily,  brings  an  acceptable  answer. 
The  ])urchase  is  $75,  yet  the  customer  voluntarily  ofifers  to 
pay  $25  down.  His  proposal  for  the  weekly  payment  usually 
works  out  well.  "$4,"  he  says,  or  perhaps  "$5";  the  credit 
man  makes  a  calculation,  and  informs  the  customer,  "Ten 
weeks  at  $4  will  be  $40.  That  makes  the  down-payment 
$35."  It  is  very  seldom  that  an  offer  must  be  graded  up. 
The  average  down-payment  is  considerably  above  the  25% 
which  the  store  advertises. 
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The  principle  has  been  practiced  for  years  in  all  instalment 
trades.  "How  much  do  you  wish  to  pay?"  and  "How  would 
you  like  to  handle  this?"  are  tactful  questions.  They  please 
the  customer.  And  they  are  replied  to  with  offers  which  in  a 
majority  of  cases  are  higher  than  a  sum  the  store  would  ac- 
cept. 

Sometimes  the  customer  is  clearly  over  optimistic  in  tlie 
payment  he  suggests ;  he  should  be  scaled  down. 

There  are  very  few  stores  having  instalment  terms — for 
example,  20%  down,  the  balance  in  six,  twelve  or  eighteen 
months — which  are  strictly  adhered  to.  Even  stores  which 
have  carried  standardization  far  occasionally  find  customers 
for  whom  an  exception  should  be  made.  The  exception  may 
involve  a  higher  down-payment,  or  perhaps  a  reduced  one. 

A  uniform  plan  which  strikes  a  good  average  is  undoubt- 
edly superior  to  a  disorganized  terms  policy,  with  much  in- 
efficiency in  application,  Ijut  an  ideal  condition  is  associated 
with  scientific  adaptation  of  terms  to  the  individual.  We 
find  a  great  many  instalment  stores  which  frankly  use  a  set 
of  standard  terms  only  as  a  basis.  There  is  general  dispo- 
sition to  make  the  down-payment  the  maximum  the  cus- 
tomer will  willingly  pay. 

"On  the  other  hand,"  remarks  Seligman  {Economics  of  In- 
stalment Selling,  Vol.  H,  p.  436),  "it  seems  obvious  that,  if 
the  circumstances  and  ability  of  the  purchaser  to  pay  are 
not  assumed,  but  if  a  real  effort  is  made  to  fit  the  payment 
schedule  to  the  assured  income  of  the  purchaser,  as  dis- 
closed by  credit  investigation,  the  credit  risk  will  be  reduced 
to  those  circumstances  or  misfortunes  which  can  hardly  be 
foreseen;  and  the  possibility  of  the  purchaser's  enthusiasm 
inflating  his  idea  of  his  ability  to  pay  will  be  greatly  less- 
ened." 

The  employment  expectation. — Instalment  houses  dealing 
with  working  classes  consider  normal  employment  expecta- 
tions.    A  Pueblo,  Colo.,  credit  jeweler,  for  example,  selling 
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to  nurses  at  the  State  Hospital,  among  whom  there  is  con- 
siderable movement — to  the  South  in  winter,  to  the  North 
in  summer — respects  the  condition  in  payment  periods. 
There  are  normal  dull  periods  in  local  railroad  shops  and 
steel  works — terms  are  set  in  an  effort  to  effect  completion 
of  payments  before  these  come  around. 

Budgeting  service. — In  budgeting  service  of  the  Davis 
Company,  Chicago,  department  store,  expenditures  are  clas- 
sified as,  "For  the  house,"  "To  run  the  house,"  "For  the 
table,"  "Improvement  and  pleasure,"  "For  the  future,"  "To 
wear,"  "For  general  purposes."  The  form  used  permits 
budgeting  on  a  weekly,  monthly,  or  annual  basis. 

The  amount  which  is  reasonable  and  safe  for  Davis  Com- 
pany instalment  purposes  is  accurately  determined.  If  the 
customer  is  not  in  financial  shape  to  buy,  she  is  helped  to 
plan  expenditures  which  will  enable  her  to  liquidate  obliga- 
tions and  save,  becoming  at  a  later  time  an  excellent  prospect 
for  Davis  merchandise. 

New  account  drives;  instalment  promotion. — Eastern  Out- 
fitting Co.,  Portland,  Ore.,  divided  employees  into  two 
groups,  each  given  a  captain,  for  a  new-account  drive  during 
the  Christmas  holiday  period.  Prizes  were  offered;  a  cele- 
bration dinner  promised. 

Each  employee  prepared  a  list  of  prospects.  All  names 
were  checked  for  credit  standing,  and  those  qualifying  were 
sent  a  letter  on  Christmas  stationery,  signed  by  the  sales- 
person. 

Discount  advertising  plans  are  extensively  used  by  instal- 
ment advertisers.  Credit  checks  good  upon  purchase  vary 
in  amount  with  class  of  merchandise  sold. 

In  wearing  apparel,  a  $2  credit,  good  on  any  purchase  of, 
say,  $20,  is  coninion.  Sometimes  there  is  printing  of  check, 
detachable,  at  top  or  Ijottom  ol  solicitation  letter.  An  adver- 
tiser may  offer,  "Bring  this  letter  with  you  and  we  will  credit 
you  with  $2  on  your  first  purchase." 
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Introduction  coupons  have  produced  much  business,  dis- 
tributed to  old  customers,  who  receive  a  $1  credit  for  each 
friend,  neighbor  or  acquaintance  who  uses  the  introduction 
form.  The  coupon  may  also  ,i;iant  (he  new  customer  a 
discount. 

These  plans  have  largely  been  used  with  working-class 
customer  and  prospect  groups. 

Account-catchers. — An  account-catcher  is,  in  merchandis- 
ing lingo,  an  article  which  has  high  salability  when  sold  at  a 
radical  price  concession,  often  cost  or  less. 

The  economics  of  the  account-catcher  begin  with  the  prin- 
ciple that,  no  matter  how  a  new  credit  customer  is  put  on  the 
books,  it  costs  money  to  put  him  there.  Therefore,  if  an 
account-catcher  is  very  productive  in  new  customers,  a  sat- 
isfactory proportion  of  whom  buy  other  merchandise  later,  it 
may  pay  in  the  long  run  to  sell  the  account-catcher  at  cost 
or  less. 

A  Los  Angeles  Jewelry  store  sold  two  hundred  fifty  $8.95 
clocks  in  three  hours.  The  price  was  30c  below  actual  cost 
to  the  store,  and  the  terms  were  95c  down,  $2  a  month.  A 
St.  Louis  jewelry  store  advertised  a  six-jewel  Swiss  strap 
watch  for  $7.95.  First-day  sales  were  260  watches,  only  one 
in  five  of  which  were  the  account-catchers.  Other  sales  ran 
from  $12.50  to  $50.  A  lamp  sale  of  the  same  store  disposed 
of  1,100  lamps.  A  clock  with  two-tone  chimes,  $16.85,  50c 
down  and  50c  a  week,  was,  again  having  recourse  to  adver- 
tising lingo,  a  "knockout." 

Most  account-catchers  sell  for  $25  or  less,  the  majority  be- 
low $15.  Big-unit  advertising  is  used.  Some  jewelry  stores 
have  found  the  article  must  be  logically  of  jewelry  store  sale ; 
other  account-catchers  may  produce  many  sales,  but  few  cus- 
tomers repeat.  The  proportion  of  resales  can  be  notably 
increased  with  sales  letters.  One  store  reports  a  regular 
practice  of  sending  twelve  letters  a  year  to  names  secured 
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by  account-catcher  methods.    The  account-catcher  idea  has, 
ethically,  been  much  abused. 

Instalment  credit  media. — An  instalment  house  in  the  Pa- 
cific Northwest  made  an  analysis  of  returns  from  two  daily 
newspapers.  On  the  I)asis  of  tendered  lousiness,  the  news- 
papers produced  about  alike.  The  percentage  of  declined 
accounts  ran  three  times  as  heavy  w'ith  one  newspaper  as 
with  the  other.  This  newspaper,  naturally,  was  discarded  in 
favor  of  the  first. 

Figures  show  importance  of  instalment  "old  customer." — 
The  instalment  house  which  has  been  established  for  any 
length  of  time  must  make  a  large  proportion  of  annual  sales 
to  customers  who  have  bought  from  it  before. 

One  of  the  country's  largest  furniture  stores  provides  the 
authors  with  an  analysis  of  1927  sales.  Charge  business  ac- 
counted for  approximately  78%  of  the  number  of  sales.  The 
charge  proportion  of  sales  volume,  in  dollars,  was,  the  au- 
thors were  told,  much  higher — above  90%.  Of  the  charge 
sales,  in  numbers,  approximately  72%  were  "add-ons,"  16% 
were  reopened  accounts,  and  12%  only  were  new  accounts. 
Nearly  three-fourths  of  all  sales  were  made  to  customers 
making  payments  on  another  contract  at  the  same  time  !  The 
number  of  reopened  accounts  exceeded  the  new  accounts  by 
one-third. 

An  old-established  instalment  clothing  house  reported  a 
recent  analysis  of  accounts  to  show  40%.  reopened  ;  20%  add- 
ons; 30%;  new;  10%  cash. 

All  instalment  houses  regard  as  the  best  ])rospects  for 
future  business  the  cnstonicr  whose  record,  ending  in  a  fully- 
paid  account,  has  been  satisfactory. 

When  the  cashier  of  a  Missouri  jewelry  store  has  received 
a  final  jiayment,  has  added  uj)  the  book,  and  is  ready  to 
st.-imp,  "Taid,"  she  calls  a  salesman  and  introduces  him  to 
the  customer.  The  salesman  leads  the  customer  to  a  counter 
and  thanks  her  for  the  account  and  the  i^iuictual  way  she  has 
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handled  the  obligation.  Then  he  makes  a  present  to  her. 
Many  little  items  costinj.^-  the  store  an  average  of  about  20c 
each  have  been  used — stationery,  pencils,  small  purses,  and 
the  like. 

Thousands  of  stores  send  letters  of  thanks,  signed  by  one 
of  the  heads  of  the  l)nsiness,  to  all  fully-paid  accounts  which 
have  been  maintained  by  the  customer  in  a  satisfactory  way. 
In  some  cases,  the  follow-uj)  includes  as  many  as  six  letters, 
over  a  period  of  several  months.  Some  stores  have  reported 
success  with  a  follow-up  letter  offering  the  customer  a  com- 
m.ission  for  sending  the  store  a  new  customer.  There  are 
manifest  objections  to  this. 

Every  three  months  one  store  goes  through  its  ledger  and 
selects  choice  accounts.  Letters  are  written  soliciting  new 
business.  A  variation  of  this  method  is  to  refer  accounts  to 
the  individual  salesman  who  handled  them  and  knows  the 
customer.     He  works  by  telephone. 

The  Basch  Company,  Detroit,  writes  to  customers  who 
are  meeting  payments  well,  a  form  letter  announcing  that 
the  customer  has  been  placed  on  the  store's  ''Preferred  List," 
entitling  him  to  buy  without  down-payment.  Each  salesman 
of  the  Bledsoe  Company,  San  Diego,  has  a  customer  list.  He 
is  expected  daily  to  call  ten  names  on  the  telephone. 

Salesmanship  at  the  cashier's  window. — Does  the  custo- 
mer, facing  the  cashier's  \vindow  with  regular  payment,  meet 
a  cold,  impersonal  manner  or  a  friendly  mien?  Is  the  cashier 
instructed  to  say,  "Thank  you  for  coming  in!"  "Good  eve- 
ning, Mrs.  Stone,"  and  the  like? 

One  group  of  credit  stores  expects  its  cashiers  to  watch  ac- 
counts. When  the  balance  gets  below  $15,  the  cashier  is  ex- 
pected to  make  purchase  suggestions. 

Trend  is  away  from  "easy  terms"  appeal. — A  salutary 
condition  in  instalment  credit  is  the  trend  away  from  the 
"easy  terms"  merchandising  appeal.  The  great  majority  of 
instalment  advertisers  now  make  terms  subordinate  to  other 
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features  of  the  offer.  The  instalment  privilege  may  not  be 
mentioned  at  all ;  if  so,  in  few  words  in  minor  type  and 
position. 

Credit  jewelry  and  clothing  are  exceptions.  Here,  how- 
ever, many  advertisers  report  a  condition  of  diminishing  re- 
turns from  the  "easy  terms''  appeal.  Some  prominent  stores 
have  abandoned  "terms"  for  merchandise  appeals. 

The  instalment  seller  who  endeavors  to  build  sales  on  the 
basis  of  merchandise  values,  effectively  presented,  rather 
than  on  terms,  can  accomplish  his  goal,  and  in  doing  so 
march  toward  permanent  success. 


CHAPTER  XXII 

INSTALMENT  COLLECTIONS  AND 
REPOSSESSIONS 

AN  old-established  furniture  store,  dominating  its  terri- 
tory and  deriving  most  of  its  business  from  former  cus- 
tomers, attributes  much  of  its  success  to  insistence  that  cus- 
tomers be  accustomed  to  prompt  pay  in  the  first  weeks  of 
their  relations  with  the  house. 

'Tf  delinquency  involves  an  old  customer,"  related  Ross 
Seeton,  the  credit  manager,  "we  may  overlook  a  missed  pay- 
ment for  thirty  days,  even  longer.  We  never  do  this  with  a 
new  customer.  Whatever  the  customer's  jiaying  habits  are 
elsewhere,  we  want  him  to  realize  that  in  dealing  with  us  he 
is  expected  to  pay  promptly.  If  a  payment  due  on  the  tenth 
isn't  met  by  the  thirteenth,  we  send  him  a  first  notice.  In 
another  ten  days  a  second  notice  goes  out,  and  in  another 
ten  days  a  third  notice. 

''If  the  customer  comes  in  and  asks  for  an  extension,  we 
do  not  grant  it  lightly.  We  give  careful  consideration  to  the 
appeal,  as  though  departure  from  terms  was  a  serious  thing. 
We  endeavor  to  get  at  least  a  portion  of  the  payment  due, 
and  obtain  a  clear  understanding  that  the  customer  will  fully 
pay  up  on  the  next  due  date.  We  often  have  new  customers 
whose  paying  habits  improve  at  once  when  they  discover 
we  expect  prompt  payment  and  are  immediately  concerned 
if  they  do  not  come  in. 

"Breaking  in  customers  right  is  absolutely  essential  in  in- 
stalment house  operation.  Instalment  customers  are  e.xactly 
what  you  make  them.     The  psychological  moment   for  be- 
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ginning  a  customer's  education  is  when  the  first  payment  is 
only  shghtly  overdue." 

Under  all  ordinary  circumstances  in  instalment  credit,  de- 
linquency should  automatically  bring  an  immediate  notice 
to  the  debtor.  The  individual  store  will  adapt  its  routine 
to  its  special  trade  conditions,  in  respect  to  number  and  na- 
ture and  spacing  of  notices,  telephone  reminders,  and  calls 
by  collectors.  All  experience  shows  that  a  high  average 
standard  of  payment  performance  should  be  insisted  on  in 
instalment  selling.  Such  performance  cannot  be  left  to 
chance,  but  must  be  brought  about  In'  the  store. 

75%  to  95%  of  accounts  have  collection  attention. — Un- 
der average  instalment  selling  conditions,  most  accounts  will, 
in  the  course  of  a  year,  require  collection  attention  at  least 
once.  A  figure  of  75%  to  85%,  given  for  one  selling  division 
of  a  large  piano  company,  was  declared  typical  of  company 
experience  throughout  the  United  States.  One  of  the  na- 
tion's largest  furniture  stores  estimated  75%  of  all  accounts 
to  require  collection  attention  in  the  course  of  a  year.  A 
large  regional  piano  and  musical  instrument  house  reported, 
"Fully  75%." 

J.  L.  Freund,  large  St.  Louis  jewelry  store  (P.  O.  Greer, 
credit  manager),  reported  95%,  as  did  several  credit  clothing 
and  jewelry  stores.  A  ten-payment  plan  clothing  store's 
examination  of  accounts  yielded  the  figure,  85%-95%. 

Shall  system  disregard  individual? — Many  instalment 
companies  purposely  make  operation  of  their  collection  sys- 
tem impersonal.  Irrespective  of  the  individual  customer, 
the  of^ce  operates  the  form-letter  follow-up  system.  It 
treats  all  the  delin(|uents  alike. 

No  collection  ])olicy  or  system  can  be  operated  without 
some  ine(|ualities.  Even  the  store  giving  individual  atten- 
tion to  each  account  is  certain  to  je  more  lenient  in  some 
cases  than  it  needs  to  be,  and  in  others  perhaps  unnecessarily 
harsh,  for  human  judgment  is  imperfect.     The  fact  that  con- 
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cerns  do  operate  a  collection  system  on  an  impersonal  basis, 
machinelike,  with  success,  proves  that  the  plan  need  not  in- 
volve a  high  percentage  of  error.  The  normal  operation  of 
"machine"  routine  produces,  as  the  process  lengthens,  ac- 
counts which  must  have  personal  attention. 

Dodge  Electric  Co.,  Tulsa,  Okla.,  in  opening  accounts 
segregates  all  those  which  must  be  aggressively  followed 
up  if  delinquency  occurs.  A  trained  girl  each  morning  works 
with  a  post  oflfice-style  cabinet,  a  separate  box  for  each  day, 
giving  immediate  attention  by  telephone  to  accounts  which 
have  become  delinquent  and  to  promises  to  pay  which  have 
not  been  met.  The  company  told  the  authors  that  90%  of 
all  instalment  accounts  are  paid  out  at  or  before  maturity. 

Sheet  review  method. — "To  locate  accounts  that  are  due 
as  of  any  given  date,  we  use  a  sheet  size  11  by  14  inches." 
was  stated  by  H.  A.  Schey,  office  manager,  John  M.  Smyth 
Co.,  Chicago  furniture  house,  to  the  fifth  session,  National 
Retail  Furniture  Institute.  "Across  the  top  are  printed  the 
days  of  the  month.  Down  the  left-hand  side  are  printed  the 
account  numbers.  When  an  account  is  opened  the  square 
showing  the  date  due  is  checked.  If  payment  is  made  and  no 
collection  effort  is  desired  for  the  current  month,  a  down 
line  is  put  through  the  square.  The  collection  clerk  then 
knows  that  no  further  effort  is  to  be  put  on  that  account. 
The  following  month,  if  the  account  is  paid  in  full  the  letter 
'C  replaces  the  check." 

Alphabetical  grouping  system. — An  alphabetical  grouping 
plan  of  another  store  is  based  on  a  combined  application 
blank,  contract,  and  ledger  sheet.  Payment  date  is  not  estab- 
lished by  the  date  of  purchase  but  by  the  customer's  name. 
If  A.  H,  Abbott  bought  on  the  12th  of  the  month,  the  pay- 
ment day  would  be  the  first,  and  every  thirty  days  thereaf- 
ter. Through  the  month,  payment  dates  are  adapted  to  the 
alphabetical  classification  of  customers.  The  collection  de- 
partment works  through  the  ledgers,  after  payment  is  due, 
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down  the  alphabet.  For  each  deUnquent,  a  statement  is 
made  out  in  quadruplicate.  One  copy  is  mailed  at  once,  the 
others  at  intervals  of  seven  days  each. 

Card  file  for  follow-up. — A  card  file,  using  a  guide  card 
for  each  day  of  the  month,  is  used  by  some  stores  for  instal- 
ment account  supervision.  Upon  a  white  card  is  entered 
customer's  name,  ledger  page  number,  pay  date.  This  card 
is  filed  behind  the  proper  date  card.  As  cards  accumulate 
behind  a  given  date  card,  they  are  arranged  in  order  accord- 
ing to  ledger  page  numbers.  Extra  cards  are  given  cus- 
tomers who  have  more  than  one  payment  per  month,  while 
of  the  first  card  a  master  card  is  made,  on  which  a  record 
of  form  letters  and  other  collection  effort  appears.  Prom- 
ises are  recorded  upon  the  ledger  page.  Besides  the  date 
guides  are  five  colored  guides,  with  indexing  for  collection 
follow-up — "3-day  letters,"  "10-day  letters,"  and  so  on. 

Aeolian  Company  routine. — "It  is  absolutely  necessary  for 
proper  collection  follow-up,"  declared  P.  R.  Bowers,  credit 
manager,  The  Aeolian  Company,  New  York,  in  the  Mitsic 
Trade  Review  (April  23,  1927,  p.  9),  "so  to  construct  your 
bookkeeping  system  as  to  i)ermit  the  segregation  of  accounts 
by  payment  due  date.  I  know  of  no  better  way  to  handle 
this  than  to  run  an  account  control  number  book,  assign- 
ing to  the  account  number  a  letter,  indicating  the  instalment 
due  date,  filing  the  ledger  sheets  by  both  the  number  and 
letter.  For  example,  take  from  our  number  book,  Number  1. 
The  sales  ticket  covering  this  sale  calls  for  a  30-day  or 
straight  charge  account;  to  this  customer,  No.  1  without  any 
letter,  would  be  assigned.  Sale  No.  2  calls  for  instalment 
j)ayments  due  on  the  1st  of  the  month.  This  would  be  ac- 
count No.  2A.  Sale  No.  3  calls  for  payments  on  the  15tli — 
to  this  would  be  assigned  3M,  etc. 

"Tt  is  advisable  under  this  plan  to  eliminate  the  letters  I 
and  O  as  the  listing  of  them  as  one  and  nought  would  cause 
confusion.     To  make  up  for  the  shortened  alphabet  and  the 
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fact  that  it  is  possible  to  have  thirty-one  due  dates  with  only 
twenty-four  letters,  certain  letters  are  used  to  control  two 
due  dates  on  which  payments  are  not  likely  to  fall. 

"To  support  accounts  filed  by  account  number,  we  must 
have  a  card  index  file  alphabetically  arran^'-od,  and,  while  its 
primary  jjurpose  is  the  indexing  of  accounts,  this  record  can 
be  set  up  as  a  visible  index,  permitting  other  departments 
to  obtain  information  required  for  sales  promotion  work 
and  information  of  a  general  nature  regarding  a  sale 
which  ordinarily  would  have  to  be  obtained  from  the  ledger, 
resulting  in  lost  time  for.  the  bookkeeper  and  confusion  in 
the  office  where  quietness  guarantees  accuracy  in  making 
proper  postings. 

"Now  we  have  the  ledger  sheet,  the  index  card,  and,  to  re- 
ceive and  post  cash,  a  posting  medium  must  be  provided.  A 
form  of  receipt  in  triplicate  is  one  idea,  the  original  for  the 
customer,  the  duplicate  for  the  bookkeeper,  and  the  tripli- 
cate, which  by  the  way  should  not  be  perforated,  remains  the 
cashier's  record  of  payment  and  means  of  proving  the  cash 
taken  In. 

"I  have  not  provided  for  a  duplicate  account  record  for  the 
Collection  Department,  as,  with  proper  supervision  and  co- 
ordination of  the  duties  of  those  two  divisions,  the  collection 
follow-up  can  be  made  from  the  ledger,  giving  to  the  col- 
lection man  the  actual  picture  of  the  account  and  all  the  in- 
formation he  needs  for  intelligent  work. 

"To  permit  and  facilitate  the  trial  balancing  of  contract 
accounts  by  classification  or  investment,  such  as  pianos, 
phonographs  and  radios,  a  different  colored  ledger  sheet  can 
be  used,  and,  with  limited  classifications,  this  is  practical  and 
helpful  to  the  eye." 

Visible  scale  method. — Instalment  stores  widely  use  sys- 
tems incorporating  a  visible  scale  on  edge  of  card,  with  con- 
trol through  tabs,  showing  instantly  the  status  for  collection 
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of  each  account.    Such  a  system  has  been  described  in  Chap- 
ter X. 

A  machine  which  supervises  accounts. — In  instalment  use 
of  the  Addressograph,  the  metal  index  plates  are  placed  in  a 
steel  filing  cabinet.  One  installation  has  a  cabinet  of  twenty- 
eight  sections  of  four  drawers  each.  This  covers  28  days  of 
the  shortest  month.  The  29th.  30th,  and  31st  are  not  as- 
signed as  due  dates.  Each  date  has  four  drawers,  indexed, 
respectively.  A,  B,  C,  D. 

Drawer  A  is  for  plates  of  accounts  not  over  thirty  days  de- 
linquent. As  a  customer  meets  a  due  payment,  his  plate  is 
located,  and  the  tab  upon  it  switched  to  the  right. 

On  the  20th  of  the  month,  drawer  20  A  is  examined,  and 
all  tabs  in  left  position,  implying  non-payment,  are  pulled 
and  filed  in  drawer  20  B.  Plates  in  20  B  in  left  position,  un- 
paid, are  moved  to  20  C,  from  which  plates  with  left  position 
are  moved  to  20  D.  Now,  tabs  on  plates  left  in  20  A  are 
switched  left,  and  a  new  month  begins. 

Thus,  location  of  plates,  in  conjunction  with  switch  tab, 
reveals  at  all  time  the  delinquency  of  an  account.  Suppose 
an  account  in  20  C  is  paid.  The  plate  is  pulled,  and  reiiled  in 
20  A.  In  a  well-managed  office,  of  course,  the  greatest  pro- 
portion of  plates  will  always  be  in  A  drawers.  The  system 
described  is  carried  out  for  each  of  28  days  of  the  month. 

With  this  equipment,  due  notices  are  run  off  automatically, 
if  desired.  Setting  the  machine  to  skip  right-hand  tabs, 
which  are  paid  accounts,  form  notices  are  run  off  for  all  de- 
linquent accounts  in  A  drawers.  Running  off  notices  for 
other  drawers,  no  use  of  the  selector  is  necessary,  as  all  are 
delinquent.  In  one  system  there  arc  12  weekly  follow-ups 
during  the  first  three  months.  At  90  days,  with  the  machine, 
envelopes  only  are  addressed.  Dictated  letters  go  out  for 
these.  It  is  stated  that  two  to  tliree  operators  can  handle 
25,000  tf)  40.000  accounts  under  this  mechanical  system. 

The  nu-tal  index  plates  as  used  in  instalment  systems  usu- 
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ally  incorporate  considerable  information.  In  printing,  a 
device  eliminates  matter  on  the  plate  as  desired. 

The  operator  is  gnided  1)}'  a  perpetual  chart.  On  this  are 
daily  shown  exactly  what  forms  to  use  for  indicated  plates. 

Addressograph  equipment  is  also  used  extensively  in 
charge  account  supervision. 

Advance  notice  suggests  prompt  payments. — The  notice  of 
due  date  and  amount  sent  by  RoJjerts  Brothers  Furniture 
Company,  Los  Angeles,  Calif.,  suggests  in  so  many  words 
that  the  customer  make  prompt  payment. 

"In  our  mutual  interest  we  trust  your  payments  will  be 
made  promptly  and  look  forward  to  pleasant  business  rela- 
tions with  you. 

"It  is  very  important  that  these  payments  be  made  as 
agreed,  as  otherwise  the  entire  amount  of  your  note  becomes 
due." 

Chicago  store's  collection  system. — With  a  past  due  cus- 
tomer John  M.  Smyth  Co..  Chicago,  with  some  18,000  furni- 
ture and  house  furnishings  accounts,  works  thus — 

First  week,  notice;  second  week,  another  notice;  third 
week,  form  letter;  fourth  week,  a  specially  dictated  letter; 
fifth  week,  a  special  form  letter  written  on  the  credit  mana- 
ger's stationery,  and  a  collection  card  sent  to  the  credit 
manager  for  follow-up. 

"Before  sending  out  the  collector,"  H.  A.  Schey,  office 
manager,  told  the  National  Retail  Furniture  Institute,  "we 
try  to  get  in  touch  with  the  customer  over  the  telephone,  this 
being  done  by  the  credit  manager  or  our  credit  men,  during 
spare  time.  If  no  results  are  obtained,  the  collector  is  sent 
out  with  the  collection  card,  w'hich  shows  what  collection  ef- 
fort has  been  used,  the  number  of  payments  due,  the  date  of 
the  last  payment  and  the  balance  owing.  Our  men  urge  the 
customers  to  bring  in  or  mail  their  payments,  explaining  that 
they  are  not  collectors,  but  are  sent  out  to  secure  informa- 
tion as  to  w^hy  they  do  not  remit. 
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"Before  the  men  go  on  their  routes,  the  collection  cards  are 
checked  against  the  ledger  cards  to  determine  if  any  pay- 
ments have  been  made  since  the  card  was  originally  sent  to 
the  credit  manager.  These  cards  are  charged  each  day  to 
the  men  and  must  be  accounted  for  each  day.  The  credit 
manager  goes  over  the  collector's  report,  which  is  placed  on 
the  collection  card  daily,  putting  him  in  a  position  to  know 
if  his  men  are  working. 

"If  a  collector  is  unable  to  secure  results,  the  credit  man- 
ager writes  a  personal  letter  followed  up  by  a  legal  letter, 
written  on  the  stationery  of  our  attorneys.  We  give  the  cus- 
tomer every  opportunity  to  make  good  before  taking  any 
legal  action." 

Four  form  letters  in  week. — The  regular  routine  of  a  cer- 
tain instalment  clothing  store  selling  on  weekly  payments  is 
at  least  three,  perhaps  four,  form  notices  during  the  first 
week  of  delinquency.  If  these  are  inefifective,  the  account 
goes  into  a  collector's  file.  He  makes  an  immediate  personal 
call.  One  of  the  reasons  given  for  this  routine  is  the  rela- 
tively large  proportion  of  "floaters"  among  instalment  cloth- 
ing store  customers. 

The  system  operates  like  a  machine,  making  absolutely  no 
exception.  The  letterheads  employed  carry,  prominently, 
the  words,  "Collection  Department,"  and  the  slogans,  "Good 
credit  depends  on  prompt  payment !"  and  "Keep  your  credit 
good — it  pays."  The  salutation  used  is,  "Dear  Patron." 
These  are  the  four  messages: 

1.  'A'ou  missed  your  last  ])ayiiH'nt. 

"Won't  vou  take  care  of  this  i)ronii)lly?     We'll  certainly  appre- 
ciate it." 

2.  "Permit  us  to  call  your  attention  to  the  matter  of  the  terms  of 
your  contract  with  us. 

"The  amount  owin.u:  accordini,'  to  these  terms  is  now  lontif  past 
due.  and  must  he  ]xi'u\  itnniedialely." 
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3.  "We  have  written  you  several  times  about  your  account  here  and 
are  surprised  that  you  have  paid  no  attention  to  our  letters. 
"You  know  the  terms  of  your  contract.  You  know  that  you 
agreed  to  pay  promptly  and  regularly  for  the  goods  you  received 
from  us.  And  you  know  that  you  have  not  been  doing  this. 
"We  must  now  insist  that  you  make  ti  payment  AT  ONCE  and 
arrange  to  take  care  of  this  matter  promptly  in  the  future." 

4.  "Is  it  your  habit  to  neglect  your  honest  bills  and  to  pay  no  atten- 
tion at  all  to  requests  for  payment  ? 

"We  have  written  you  repeatedly  without  any  results.  What 
does  this  mean?  Don't  you  intend  to  take  care  of  the  honest 
obligation  that  you  made  when  you  induced  us  to  let  you  have 
your  clothing  on  credit  ? 

"Unless  you  call  at  the  store  AT  ONCE,  or  send  a  good  pay- 
ment, we  shall  be  forced  to  conclude  that  we  made  a  mistake  in 
taking  your  promise.  And.  of  course,  we  shall  have  to  feel  that 
you  want  us  to  use  other  methods  to  collect  the  bill." 

Letter  for  "slipping"  customers. — The  next  step  is  to  refer 
accounts  to  a  collector.  \\ho  makes  a  personal  call.  How- 
ever, the  company  still  has  in  less  frequent  situations  use 
for  form  letters.  There  is,  for  example,  the  customer  who 
resumes  payment,  then  is  delinquent  again.  A  form  letter 
reads : 

"WTien  you  began  to  pay  again  on  your  account  we  thought  you 
meant  to  take  care  of  it  regularly  in  the  future.  But  you  have 
stopped  once  more. 

"Does  this  mean  that  you  wish  us  to  go  right  ahead  on  this  case 
and  handle  it  in  the  usual  way?" 

Eight-letter  collection  system. — Redewill  Music  Co., 
Phoenix,  Ariz.,  reports  excellent  results  with  an  eight-letter 
collection  system,  made  atitomatic  in  its  operation.  De- 
scribed by  Music  Trade  Review,  the  system  begins  with  a  form 
letter  mailed  the  third  day  after  payment  is  due.  It  is  a 
polite  reminder  of  non-payment,  requesting  that  remittance 
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be  made  at  once.  If  the  customer  does  not  pay,  the  system 
operates  subsequently  as  follows : 

Ten  days.    Reminder,  calling  attention  to  purchase  terms. 

Seventeen  days.    A  more  pressing  reminder. 

Twenty-four  days.  The  first  paragraph  of  this  letter  men- 
tions that  it  is  being  registered  with  return  card  signature 
required.  Lacking  immediate  action  by  debtor,  it  is  stated, 
account  will  be  given  to  legal  department  for  attention. 

Thirty-one  days.  The  form  letter  is  on  stationery  of  the 
company's  attorney,  but  is  sent  by  the  store.  Requesting  im- 
mediate remittance,  it  reminds  that  failure  to  pay  will  in- 
volve debtor  in  additional  costs  and  expenses. 

Thirty-eight  days.  "I  have  positive  instructions  to  pre- 
pare legal  action,"  the  attorney  states,  still,  however,  giving 
the  customer  "another  chance."  The  form  letter,  sent  from 
the  store,  elaborates  upon  the  contract  terms. 

Forty-five  days.  A  formal  demand  by  attorney  for  pay- 
ment. "If  you  fail  to  comply  with  this  demand,  our  next  step 
will  be  a  suit  to  repossess  the  instrument  and  collect  from 
you  in  accordance  with  the  Conditional  Sales  Act.  This  suit 
will  be  started  without  further  notice  or  demand  to  you." 

The  eighth  letter,  dealing  with  voluntary  return  of  mer- 
chandise, is  quoted  on  another  page. 

Question-mark  reminders. — Three  notices  of  Standard 
Furniture  Company,  Salt  Lake  City,  Utah,  are  examples  of 
the  light  touch.  In  the  order  used,  the  slips,  which  are 
padded  for  office  convenience,  are  pink  with  blue  printing, 
yellow  with  brown,  and  white  with  blue.  A  giant  interroga- 
tion-point appears  upon  the  first  with  the  three  words  in 
large  type,  "HAVE  YOU  FORGOTTEN  :^"  The  second 
slip  repeats  the  same  question-mark.  This  time  the 
question  is  specific— ISN'T  YOUR  INSTALMENT  NOW 
DUE?"  The  third  slip  builds  on  the  first  two— "TWO 
QUESTIONS  ASKED  YOU  REMAIN  UNANSWERED 
—PLEASE  TELL  US  WHY." 
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Customer's  report. — This  convenient  office  form,  of  memo 
size,  has  blanks  for  date,  name,  address,  date  and  amount  of 
payment  promised,  and,  for  checking,  "telephone"  and 
''visit."  There  is  ample  space  for  explanation  made.  As 
customers  ask  for  extensions,  explaining  and  making  a  prom- 
ise, this  form  is  filed  ahead  for  attention  when  the  promised 
payment  is  due. 

The  repossession  argument. — A  paradoxical  condition 
exists  in  respect  to  repossession.  It  is  not  a  course  the  store 
wishes  to  pursue,  except  as  a  final  resort ;  carried  out,  it  in- 
volves practically  always  a  loss.  Its  availability,  neverthe- 
less, affords  one  of  the  most  potent  collection  arguments 
the  instalment  seller  can  use.  It  is  turned  to  after  first  col- 
lection efforts,  in  letters  and  telephone  messages,  and  sug- 
gested, more  or  less  specifically,  in  personal  interviews. 
Some  furniture  and  nmsic  stores  have  working  arrangements 
with  draymen  who  call  ostensibly  to  repossess,  but  actually 
mainly  to  exert  collection  pressure.  The  repossession  power 
should  operate  to  speed  up  collections. 

Order  of  repossession  form. — A  Utah  furniture  store  uses 
an  "order  of  repossession."  This  provides  for  full  descrip- 
tion of  merchandise,  and  accounting  details  in  event  of  re- 
possession. Upon  back  are  blank  spaces  for  five  different 
calls.  The  first  blank  is  for  date,  the  second  for  driver  and 
the  third  for  report.  The  "order  of  repossession"  thus  be- 
comes, up  to  a  point,  a  collection  device. 

Extensions  and  special  arrangements. — There  is  little 
uniformity  in  repossession  policies.  The  instruments  of  instal- 
ment credit  usually  empower  the  seller  to  repossess  imme- 
diately when  a  delinquent  condition  occurs,  but  there  is  uni- 
versal extension  of  a  grace  period.  Repossessions  made 
when  delinquency  is  less  than  thirty  days  are  exceptional, 
even  among  concerns  with  very  strict  policies,  and  are  only 
resorted  to  as  the  special  circumstances  dictate.  Early  in 
the  payment  period,  for  example,  the  store  which  has  sold 
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on  a  low  down-payment  will  repossess  more  quickly  in  an 
uncertain  situation  than  at  a  later  stage. 

A  great  many  stores  in  cases  where  depreciation  is  not 
rapid — piano  and  furniture,  in  particular — have  very  lenient 
policies.  Some  other  stores,  for  certain  merchandise,  make 
the  repossession  move — which  may  not  result  in  the  act — in 
ten  weeks  or  three  months  after  last  payment. 

So  long  as  the  customer  is  conscientious  toward  the  obli- 
gation, nearly  all  stores  will  do  a  great  deal  to  cooperate. 
When  there  is  little  chance  of  accomplishing  collection,  on 
the  other  hand,  even  though  the  delinquency  is  brief,  the 
store  will  consider  the  total  of  payments  made  to  it,  the  de- 
preciation condition,  and  carry  out  repossession  with  vary- 
ing degree  of  dispatch.  Doubtful  situations  often  must  be 
watched  on  a  day  to  day  basis. 

Among  furniture  stores  covered  by  an  Ohio  survey,  re- 
possession losses  existed  in  close  correlation  with  amount  of 
repossessions.  The  investigator,  Josephine  A.  Lowrie,  con- 
cluded: "The  difference  in  total  results  among  the  stores 
seems  to  arise  primarily  from  variations  in  the  amount  of 
credit  granted  to  poor  risks,  rather  than  to  variations  in  the 
condition  of  the  accounts  closed  in  this  manner.  .  .  Stores 
repossessing  the  larger  percentages  of  their  total  sales  on 
credit  suffered  larger  losses  (in  proportion  to  their  credit 
business)  from  this  type  of  transaction  than  those  which 
were  forced  to  close  a  smaller  percentage  of  their  accounts 
in  this  manner." 

If  customer  proposes  return. — The  repossession  argument 
must  be  used  in  a  modified  form — damage  to  the  customer's 
reputation,  financial  loss  to  him — if,  as  sometimes  happens, 
the  customer  is  tired  of  the  merchandise  and  of  his  payments 
and  wishes  to  return.  This  sort  of  repossession  can  be 
avoided  tnan\'  tinic^  by  the  practice  of  salesniansliip,  believes 
K'edcwill   Music  Co.,  Phoeni.x,  \r\/.. 

An  unpopular  cliavacter  in   tin-  piano  trade  everywhere  is 
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the  "daughter  who  plays,  who  has  gone  away."  There  is 
no  music  in  the  piano  for  the  family,  so  why  keep  it,  and  pay 
another  good  $15  every  montli?  I\edewill  encourages  such 
a  buyer  to  exchange  the  piano  fcjr  a  player.  If  the  instru- 
ment already  is  a  player,  the  company  suggests  an  exchange 
of  old  rolls  for  new  used  ones. 

If  the  situation  arises  because  the  customer  is  moving  to 
another  city,  Redewill  endeavors  to  exchange  for  a  piano 
where  the  customer  is  going. 

Mechanical  service  on  an  instrument  may  change  the  cus- 
tomer's attitude. 

The  last  thing  for  a  music  store  to  admit,  Redewill  be- 
lieves, is  that  it  takes  back  pianos.  Such  arguments  as,  "It 
hasn't  been  done  yet"  and  "When  we  sell  on  time,  it  is  just 
the  same  as  though  we  were  selling  for  cash,  the  instalment 
plan  being  just  an  accommodation  for  you,"  are  used.  If 
the  customer  is  moving,  the  store  waits  until  he  has  actually 
gone  before  taking  the  instrument  from  the  former  home. 

A  form  letter,  on  the  stationery  of  the  company's  attorney, 
is  used  with  effect.     The  letter  reads  in  part: 

"For  your  information.  I  wish  to  say  that  the  Redewill  Music 
Company  are  at  no  time  under  any  obligation  to  accept  a  return  of 
that  property  and  release  you  from  your  agreement  to  pay  for  it  in 
full.  The  conditional  sales  contract  as  controlled  by  the  Sales  Act 
permits  the  seller  to  retake  the  property,  and,  after  following  certain 
lines  of  procedure,  to  sell  it  and  credit  the  amount  realized  from  such 
sale  upon  the  agreed  price,  and  then  to  recover  judgment  for  the 
balance  of  that  price.  The  Sales  Act  also  provides  for  expenses  of 
such  sale,  including  expenses  of  retaking,  of  storage,  etc.,  all  in  addi- 
tion to  what  would  otherwise  be  collected  under  the  contract  for  sale. 

"You  are  undoubtedly  aware  of  the  fact  that  articles  new  when 
.sold  are  second  hand  when  retaken ;  that  every  sale  costs  the  seller  a 
considerable  commission,  and  is  accompanied  by  other  expenses. 
You  also  know  that  a  sale  should  be  a  sale,  regardless  of  the  manner 
in  which  delayed  payments  may  be  secured,  by  conditional  sales  con- 
tract or  otherwise.    Hence  it  is  that  vou  should  live  up  to  your  con- 
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tract,  and  not  even  attempt  to  force  a  loss  upon  the  company,  as  it 
would  lose  if  it  took  back  the  instrument  in  this  case. 

"Insofar  as  calling  the  deal  ofif  and  accepting  a  return  of  the 
piano  in  full  settlement,  I  must  advise  you  that  Rede'will  Music  Com- 
pany will  not  do  this." 

Unemployment  situations. — Credit  jewelers  do  much  bus- 
iness with  workingmen.  The  situation  of  a  customer  out  of 
work  and  unable  to  pay  often  arises.  A  plan  which  various 
jewelers  have  found  successful  is  to  date  the  account  ahead 
thirty  or  sixty  days  on  an  understanding  whereby  the  cus- 
tomer brings  in  the  jewelry  for  the  store's  safe-keeping  until 
he  can  resume  payment.  This  procedure  results  in  virtual 
repossession,  but  it  has  been  found  to  work  well.  Many  in- 
stalment sellers  have  been  very  liberal  with  customers  dur- 
ing unemployment  periods,  finding,  if  the  depreciation  con- 
ditions are  favorable  and  the  customer  is  honest,  the  delin- 
quencies are  rapidly  paid  when  the  pay  envelopes  are  again 
in  regular  receipt. 

Other  sellers  repossess  early  in  unemployment,  taking  an 
immediate  but,  they  feel,  minimized,  loss.  Strict  policies 
at  such  times  have  a  compensating  feature,  it  should  be  rec- 
ognized, in  that  they  force  the  keeping  up  of  payments  on 
some  accounts  which  other\vise  would  continue  in  a  delin- 
([uent  state. 

An  instalment  claim  is  usuallv  considered  on  verv  danerer- 
ous  ground  when  the  article  depreciates  in  value  below  the 
balance  owing;  only  with  thorough  good  judgment  can  de- 
linquency, the  repossession  privilege  not  being  exercised,  be 
permitted  to  reach  this  stage. 

Repossession  conditions  in  several  trades. — Surveys  to 
date  have  shown  wide  differences  in  repossession  percent- 
ages. Mark-up  conditions  enable  certain  trades  more  than 
others,  and  certain  dealers,  to  add  sales  volume  through  de- 
lil)erate  incurring  of  increased  repossession  risk.     The  pol- 
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icy  has  uiulouhtcdly  been  profitably  followed  in  some  cases. 
On  the  other  hand,  hig-h  repossession  losses  have  for  many 
businesses  largely  cancelled  profit. 

It  is  possible  to  submit  information  showing  the  condition 
of  varying  percentages.  Although  deductions  must  be  made 
very  cautiously,  it  is  clear  that  a  small  repossession  percent- 
age is  usually  associated  v.ith  careful  policies  of  credit  ex- 
tension, and  is  a  feasible  operating  standard  to  set. 

Radio. — The  survey  among  Kansas  radio  dealers  already 
referred  to  {Kansas  Studies  in  Business,  No.  7)  showed  low 
repossession  figures.  Of  87  dealers,  28  reported  no  goods 
repossessed  during  1926.  The  repossessions  of  the  remain- 
der ranged  from  $56,  ^  of  1%  of  total  sales,  to  $5,000,  10% 
of  total  sales.  The  average  amount  of  repossessions  of  all 
concerns  reporting  was  $245.66.  The  average  losses  for  all 
dealers  reporting  were  .66%  on  instalment  sales,  with  losses 
of  .1%  to  10%. 

Automobiles. — Repossessions  during  1927,  as  reported  by 
National  Association  of  Finance  Companies,  were  2.7%  of 
new  cars,  where  down-payments  were  33^%  (the  stand- 
ard figure)  ;  5.9%  when  down-payment  was  25%.  Repos- 
session percentages  for  used  cars  were :  40%  down-payment, 
5.2%;  35%  or  less,  6%.  During  1927,  the  sale  of  new  cars 
for  a  down-payment  below  25%  became  negligible.  In 
1926,  such  sales  were  associated  with  a  repossession  figure 
of  11.5%. 

The  average  direct  loss  per  repossessed  car  in  1927  was 
$43  when  there  were  twelve  or  less  equal  monthly  payments, 
and  $58  when  number  of  payments  was  thirteen  to  eighteen 
payments.  The  "average  direct  loss"  of  these  statistics  is  the 
difference  between  amount  owing  and  amount  recovered  by 
sale. 

While  the  repossession  percentage  increased  from  1925 
to  1927—1.7%  to  2.7%  for  33  1/3%  down-payments  and 
3.8%   to  5.9%   for  25%   down-payment,   on   new  cars — the 
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average  direct  loss  on  repossessed  cars  declined  from  $50  to 
$43. 

Furniture. — The  repossessions  of  32  Ohio  furniture  stores 
in  1925  were  $479,000,  5.43%  of  the  sales  volume  for  the 
year.  {Merchandise  Repossessions  in  the  Instalment  Furniture 
Trade,  by  Josephine  A.  Lowrie,  Bureau  of  Business  Research, 
Ohio  State  University,  November.  1927.)  The  amounts  due 
on  the  accounts  totaled  $315,000, — 65.8%  of  the  original 
sales,  3.57%  of  total  sales  for  the  year.  Among  24  stores 
for  which  a  detailed  analysis  was  made,  there  were  reposses- 
sions in  1.507  accounts. 

The  average  sale  in  which  repossession  occurred  was 
$203.72,  of  which  about  35%  was  collected,  including  down- 
payment,  over  a  period  of  nine  months.  Balance  due  at  re- 
possession was  $131.63,  merchandise  recovered  was  worth 
$53.44,  and  loss  was  $78.19,  or  38.4%  of  original  sale. 

More  than  one-fifth  of  the  sales  of  one  store  in  the  sur- 
vey were  repossessed,  while  another  store  doing  75%  of  its 
business  on  the  instalment  basis  made  no  repossessions  at 
all.  Five  stores  wrote  off  less  than  1%  of  credit  sales  for  re- 
possessions; four  stores,  1%  to  2%;  five  stores,  2%  to  4%; 
three  stores,  4%  to  6%  ;  four  stores,  6%  to  8% ;  two  stores, 
8%  to  10%  ;  one  store,  10%  or  over.  The  highest  percent- 
age was  12.41%,  the  lowest,  .00%,  and  the  average,  3.36%. 

The  average  length  of  time  individual  stores  carried  un- 
paid balances  before  repossessing  ranged  from  5.8  months 
to  21.8,  with  8.9  months  considered  typical.  There  was  one 
store  which  averaged  to  repossess  within  six  months  of  sale; 
7  stores  averaged  to  repossess,  6  to  8  months ;  3  stores,  8  to 
10  months;  5  stores,  10  to  12  months;  and  4  stores,  over 
12  months. 

Piano. — A  study  of  the  piano  business,  under  the  direction 
of  Robert  A.  Love,  reported  by  Seligman  {Economics  of  In- 
stalment Sellinij,  Vol.  II.,  pp.  319-373),  covered  the  reposses- 
sion experience  of  five  companies,  all  but  one  operating  more 
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than  one  store,  some  many  stores,  and  the  group  handhng 
about  10%  of  total  retail  sales  volume  of  the  country.  Two 
companies  in  the  survey  had  repossessions  aggregating  less 
than  2%  of  total  instalment  paper;  two  companies  had  ap- 
proximately 7%  ;  a  fifth  company  had  an  average  percentage 
over  some  years  of  17.2%.  In  1925,  one  company  sold  402 
pianos  for  every  one  repossessed.  A  second  company  sold 
5.3,  a  third  67,  and  a  fourth,  in  first  half  of  1926,  17.  For  two 
companies  the  average  amount  of  unpaid  instalments  in  1925 
was  $386;  average  loss  per  piano  repossession,  $146;  average 
loss  for  all  pianos  sold  on  time,  $29.  These  figures  were 
based  on  an  approved  average  sale  of  $500.  For  two  other 
companies,  the  repossession  losses  were,  respectively,  for 
1925,  2.6%  and  8.3%  of  the  instalment  paper  of  the  same 
year. 

Credit  bureau  estimates. — Estimates  made  by  credit  bu- 
reau managers  of  repossession  percentages,  all  instalment 
sales  of  their  communities,  were — Grand  Rapids,  Mich., 
"about  1%";  Manchester,  N.  H.,  "probably  about  2%"; 
Ames,  Iowa,  "not  more  than  2%";  Elkhart,  Ind.,  3%.  A 
small  Oregon  city  reported  25%,  a  West  Virginia  town, 
15%,  and  a  fair-sized  New  York  city,  "as  high  as  20%." 

Handling  repossessions  for  resale. — Under  accounting 
practice  which  has  the  general  approval  of  progressive  in- 
stalment stores,  a  repossessed  article  enters  the  trade-in  de- 
partment at  a  fair  inventory  valuation  for  resale.  In  prac- 
tice, this  figure  is  what  the  appraiser  judges  the  store  would 
pay  for  the  same  article  purchased  or  taken  in  trade  from  the 
public,  under  prevailing  market  conditions.  The  difference 
between  this  figure  and  balance  due  on  the  repossessed  cus- 
tomer's account,  is  charged  on  the  books  as  a  "loss  on  re- 
possession." 

Example — a  $75  chair  is  repossessed  when  payments 
totaling  $20  have  been  made.  The  trade-in  department  of 
the  store  considers  $15  a  fair  price  for  the  chair,  acquired  for 
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resale.  The  chair  goes  into  stock  on  this  basis,  and  a  loss 
on  repossession  of  $75-$20-$15,  or  $40,  is  charged. 

The  amount  of  repairing  and  refinishing — or,  to  use  the 
term  common  with  the  automobile  trade,  reconditioning — 
done  with  repossessed  goods  varies  much  from  one  store  to 
another.  Commonly,  the  repossession  will  be  handled  most 
efficiently  when  the  recovered  article  is  given  special  atten- 
tion preparatory  to  sale. 

One  music  company  finds  it  sells  pianos  repossessed  at 
country  points  very  readily  by  advertising,  in  local  news- 
paper classified  columns,  that  it  has  a  repossessed  piano  in 
storage  which  it  will  sell  for  unpaid  balance.  A  department 
store  with  few  repossessions  sells  to  employees.  Another 
store  endeavors  first  to  sell  to  neighbors  of  the  customer  re- 
possessed from.  The  customer  who  surrenders  merchandise 
is  sometimes  induced  to  find  a  customer  for  it. 

Entry  upon  premises. — Right  of  conditional  seller  or  chat- 
tel mortgagee  to  repossess  by  self-help  if  the  buyer  defaults 
is  a  common  law  right.  The  uniform  Conditional  Sales  Act, 
which  has  been  enacted  in  a  number  of  states,  specifically  ex- 
tends this.  Forms  used  for  conditional  sales  and  chattel 
mortgages  very  commonly  reserve  to  the  seller  the  right  to 
enter  into  or  upon  any  premises  where  the  chattel  may  be 
found  and  repossess  without  legal  process. 

The  courts  of  different  states  have  rendered  varying  de- 
cisions, however,  and  no  conditional  seller  or  chattel  mort- 
gagee should  make  forcible  entry  unless  the  act  has  the 
approval  of  legal  counsel. 

Skip  losses. — These  normally  run  highest  for  articles  read- 
ily transp(jrled,  clothing  in  particular. 

Skip  losses  of  Z2  furniture  stores  in  a  survey  by  the  Bu- 
reau of  Business  Research,  Ohio  State  University,  for 
the  year  1925,  were  .85%  of  total  sales.  {Merchandise  Repos- 
sessions in  the  Jnstahuent  Piiniitiire  Trade,  Josephine  A.  Low- 
rie,  November,  1927,  p.  24.)     The  average  balances  written 
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off  represented  31.3%  of  original  sales,  for  seven  stores  sup- 
plying complete  figures.  Two  stores  had  ratios  under  19%, 
and  one  store,  the  number  of  skips  being  very  small,  had  a 
ratio  of  56.4%. 

Control  of  skip  loss  begins  with  care  in  opening  the  ac- 
count, coupled  with  secured  information  of  special  value 
in  locating  a  missing  customer.  A  collection  routine  which 
gives  close  individual  attention  to  accounts  in  delinquency 
is  effective.  Methods  used  in  tracing  skips  are  described  in 
detail  in  another  chapter  (Credit  Frauds). 

A  collection  contest. — The  efficiency  percentage  of  a  piano 
company  with  nine  selling  divisions  is  the  volume  of  a 
month's  collections,  past  due  and  maturities,  as  a  percentage 
of  maturities  for  the  month. 

There  is  developed  a  "contest  percentage"  which  places 
each  division  in  competition  with  other  divisions.  This  per- 
centage is  obtained  by  multiplying  the  ef^ciency  percentage 
by  a  percentage  obtained  by  dividing  total  collections  for  the 
month  by  maturities  for  the  month.  Immaturities  contrib- 
ute to  produce  on  this  basis  an  occasional  very  high  percent- 
age. 

To  demonstrate  this  plan,  suppose  an  instalment  store 
has  maturities  of  $5,000  during  a  given  month.  If  collec- 
tions upon  past  due  and  maturities  are  $4,000,  it  has  an  ef- 
ficiency percentage  of  $4,000  divided  by  $5,000,  or  80%.  If 
total  monthly  collections,  including  immaturities,  are  $6,000, 
this  amount  divided  by  maturities  of  $5,000  yields  120%. 
These  two  percentages,  multiplied,  give  96%,  the  store's  con- 
test percentage. 

Chain  jewelry  system's  control. — A  credit  jewelry  system 
with  stores  in  widely  separated  cities  accomplishes  control 
through  monthly  analysis  of  delinquent  accounts.  Profit  and 
Loss,  collections,  and  office  expense. 

The  signal  code  of  this  chain  begins  with  a  pink  tab  placed 
upon  an  account  when — if  a  weekly  account — it  is  two  days 
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past  due,  and  if  a  semimonthly  or  monthly  account,  it  is  five 
days  past  due.  When  an  account  is  thirty  days  past  due,  a 
•white  tab  is  placed  upon  it ;  when  sixty  days,  a  black  tab. 

The  analysis  of  pink  accounts  contains  a  statement  of  num- 
ber on  first  of  the  month,  on  the  15th,  and  on  first  of  the 
new  month.  The  total  amount  of  these  delinquencies  is 
shown. 

The  analysis  of  white  accounts  starts  with  number  and 
amount  as  of  the  first  of  the  preceding  month,  and  continues 
with  number  and  amount  paid  during  month,  merchandise 
repossessed  on  such  accounts,  accounts  transferred  to  black, 
number  added,  and  new  totals. 

Analysis  of  black  accounts  is  the  same,  except  that  trans- 
fer is  to  Profit  and  Loss. 

The  data  arrived  at  by  the  home  office  for  each  store  shows 
percentage  of  black  accounts,  with  merchandise  returned, 
paid  during  month.  The  standard  set  up  for  store  managers 
is  liquidation  during  a  month  of  approximately  one-third  of 
the  number  of  black  of  the  first. 

The  percentage  of  black  accounts  transferred  to  Profit  and 
Loss  is  calculated.     This  ranges  from  2%  to  10%. 

The  percentage  of  increase  or  decrease  in  black  accounts, 
by  number,  is  calculated,  as  is  also  the  percentage  of  white 
accounts  collected  or  repossessed.  The  percentage  of  in- 
crease or  decrease  in  number  is  computed. 

An  important  control  figure  is  that  relating  to  the  percent- 
age of  total  outstandings  which  black  accounts  constitute. 
This  runs  from  23^%  to  7y2%\  ^Yijc  is  considered  an  eco- 
nomical, as  well  as  an  efficient,  percentage. 

Percentage  of  white  accounts  to  total  outstandings  varies, 
roughly,  from  2%  to  7^%.  Again,  3^%  is  a  figure  attained 
by  average  good  management. 

The  total  delin(|uency  ranges  from  4^2%  to  15%.  Store 
managers  are  expected  to  keep  within  10%.  A  figure  of  8% 
is  one  reached  under  good  average  management. 
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The  attitude  toward  Profit  and  Loss  is  a  liberal  one.  Man- 
agers are  expected  to  transfer  an  acc<uint  to  Profit  and  Loss 
when  it  cannot  be  collected  "with  reasonable  effort."  There 
is,  actually,  a  heavy  recovery  made  from  Profit  and  Loss 
accounts.  When  a  customer's  address  has  been  lost  for  for- 
ty-five days,  the  account  must  go  to  P.  and  L. 

There  is  control,  in  another  aspect,  through  collection  per- 
centage. This  chain  advertises  ten  months'  terms  and  the 
actual  average  contract  is  stated  to  be  close  to  that.  The 
condition  in  this  trade,  however,  is  so  favorable  for  payments 
made  ahead  of  due  dates  that  a  minimum  collection  percent- 
age of  15%  each  month  is  expected.  The  collection  per- 
centages secured  range  from  LS%  to  20%  ;  17^%,  represent- 
ing approximately  two  turnovers  of  accounts  outstanding 
per  year,  is  considered  average  good  performance.  Com- 
puting the  collection  percentage,  all  payments — past  due, 
due,  or  in  advance — are  put  against  past  due  and  maturities. 

The  third  phase  of  control  relates  to  office  expense.  This 
chain  system's  policy  is  to  compute  two  percentages.  One 
is  office  cost,  including  cashiers  and  bookkeepers,  as  a  per- 
centage of  total  outstandings.  The  range  is  ^  of  1%  to 
1/^%;  .90%  to  .95%  is  considered  good  average  perform- 
ance on  the  basis  of  two  turnovers  of  receivables  per  year. 
This  chain  system  knows  that  the  turnover  rate  can  be  in- 
creased b}'  increasing  the  office  expense  rate.  A  point  of 
judgment  must  decide  when  office  expense  has  been  carried 
as  far  as  it  should  be. 

Second,  cost  of  office  is  measured  against  amount  collected 
during  the  month.  The  percentage  ranges  from  3.4%  to 
9%.  The  authors  were  told  that  53/2%  is  good  average  per- 
formance. 

The  monthly  report  to  headquarters  shows  last  month's 
balance  for  all  Profit  and  Loss  accounts,  then  last  month's 
balance  for  each  of  the  tubs  in  which,  by  alphabetical  divis- 
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ions,  accounts  are  kept.  A  small  store  may  have  but  two 
tubs,  a  large  store  twelve  or  fifteen,  or  more. 

As  additions  to,  or  deductions  from,  these  balances  ap- 
pear charges,  credits,  cash  on  accounts,  legal  expense,  small 
balances,  to  P.  and  L.,  from  P.  and  L.,  repossession,  refunds 
by  check,  refunds  by  cash,  returned  checks,  transfers. 

Certain  of  these  items  require  explanation.  Small  bal- 
ances refer  to  amounts  up  to  $2  found  against  customers. 
The  policy  is  to  send  two  or  three  statements  to  these,  then 
charge  off.  Transfers  occur  when  accounts  are  transferred 
from  one  tub  to  another.  Mary  Jones  becomes  Airs.  Eld- 
ridge  Moore — and  her  account  is  transferred  to  the  new  al- 
phabetical division. 

The  handling  of  repossessions  differs  from  that  of  most 
trades,  because  of  nature  of  merchandise.  For  example,  a 
diamond  ring,  sold  for  $100,  is  repossessed.  Refinishing  the 
ring,  at  a  cost  of,  perhaps,  $2.50,  the  store  is  able  to  sell  it 
as  new.  Suppose,  before  repossession  occurred,  the  cus- 
tomer had  paid  $10.  The  expense  of  repossession  and  re- 
finishing  total  $12.50.  The  repossession  account  is,  accord- 
ingly, charged  with  a  loss  of  $2.50.  The  diamond  ring  goes 
back  into  stock,  to  be  sold  again.  In  general,  repossessions 
of  this  jewelry  store  cover  merchandise  which,  when  refin- 
ished,  given  a  new  case,  or  the  like,  can  be  sold  again  as 
new,  while  other  merchandise  is  not  repossessed.  There 
are  credits,  as  well  as  debits,  to  the  repossession  account. 
As  the  policy  operates,  there  are,  from  time  to  time,  refunds 
under  it  to  the  customer  whose  goods  have  been  repossessed. 

Credit  losses  of  the  year  are  obtained  by  deducting  recov- 
eries from  charge-ofifs  and  adding  or  subtracting  the  repos- 
session account  figure.  The  company  sets  up  a  reserve  of 
4%  for  credit  loss.  Individual  stores  rarely  exceed,  the 
authors  were  told,  2%.  These  stores  are  directed,  it  is  im- 
l)()rtant  to  ol)servc,  Avith  a  marked  conservativeness. 

Control  standards  in  instalment  collections. — These  will 
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be  set  up  in  collection,  (lelin(|iiency,  repossession,  skip,  office 
expense  percentages.  These  standards  will  vary  much 
from  trade  to  trade,  and  with  the  individual  store.  A  store's 
own  records  become  of  first  importance,  as  leng-thening  pe- 
riod multiplies  value  for  comparisons,  and  continuous  com- 
pilation should  be  insisted  on. 


CHAPTER  XXIII 
CREDIT  FRAUDS— SAFE  METHODS  WITH  CHECKS 

IX  modern  store  organization  the  responsibility  for  protect- 
ing- a  business  against  fraud  falls  on  the  credit  depart- 
ment. It  may  seem  wholly  a  negative  function,  Init  it  is  de- 
cidedly the  contrary.  The  fewer  the  restrictions  the  store 
puts  upon  the  customer  in  buying  relations,  the  more  is 
good-will  fostered  and  the  making  of  sales  promoted.  The 
credit  department  must  safeguard  with  a  minimum  of  re- 
straint. 

Check  frauds  are  a  continuous  problem.  Skips,  debtors 
who  clandestinely  depart  for  unknown  addresses,  are  more 
often  amateurs  in  fraud  than  professionals,  but  no  less  do 
they  contribute  a  serious  problem.  Fraudulent  purchases, 
dishonest  claims  of  shortage,  short  checks,  must  be  con- 
tended with.  The  credit  department  must  keep  losses  to  a 
negligible  figure,  while  leaving  store  routine  unhampered 
by  restrictions  which  would  be  certain  to  slow  up  sales. 

Overalls  and  grease;  a  "slick"  check  game. — Stopping  at 
the  head  of  the  aisle,  a  "railroad  man"  who  looked  the  part 
got  the  attention  of  a  salesgirl,  and  pointed  to  a  tall  man 
engaged  in  conversation  over  near  the  elevator.  "I  think  I 
know  him — who  is  the  tall  man  in  the  blue  suit?" 

"Mr.  McDonald,"  the  sales  girl  answered. 

"Sure!  McDonald!  Thank  you!"  The  raih-(X'i(l  man  had 
spotted  the  floorman.  He  sought  out  the  latter.  This  con- 
versation ensued. 

"Hello,  Mac!" 

Now,   McDonald   didn't   rccogni/c   the   railroad   man.   but 
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then  how  could  he  be  expected  to  rememher  everyl)0(ly?  It 
was  his  job  to  remember  customers;  be  courteous,  pleasant. 
So  McDonald,  who  had  been  before  in  the  same  situation — 
he  thought — replied,  "Howdy!" 

"How's  everything?" 

"Fine.    How  are  things  with  you?" 

"Great!  Just  got  in  ofif  the  run,  Mac.     Say,  fix  me  up!" 

The  check  artist  now  held  before  McDonald  a  green  Col- 
orado &  Southern  Raih\'ay  check,  the  pay-roll  variety,  for 
$167.  As  McDonald  went  about  O.  K'ing  it,  the  swindler 
remarked  he  wanted  a  new  work  shirt — would  "Mac"  help 
him?  McDonald  did.  Instead  of  buying  one  shirt,  the  rail- 
road man  got  two — a  $4  sale.  McDonald  smiled  in  parting, 
and  invited  the  customer  to  drop  in  again. 

The  check  was  bogus,  and  the  store,  once  the  piece  of 
paper  had  been  returned  by  the  bank,  found  itself  "out"  $163 
and  two  work  shirts.  The  same  "railroad  man"  that  Satur- 
day afternoon  "put  down"  $2,500  in  bogus  checks. 

Stolen  from  an  apartment  mail  box. — "Something  to  iden- 
tify you,  madam?"  politely  inquired  the  floorman.  "Cer- 
tainly!" agreed  the  customer.  From  her  handbag  emerged 
a  handful  of  personal  letters.  The  floorman  "flashed  them," 
and  O.K'd  the  charge-take,  a  fraudulent  one.  The  "artist" 
had  stolen  identifying  material  from  an  apartment  house 
mail  box. 

A  contract  for  supplies. — Into  an  Iowa  community  where 
a  construction  contract  had  recently  been  awarded  went  an- 
other swindler,  "representing"  Smith  &  Smith,  the  contrac- 
tors. He  was  making  contracts  for  the  commissary  which 
the  firm  would  maintain.  How  much  of  a  discount  from  re- 
tail prices  would  the  butcher  give?  With  some  haggling,  a 
deal  was  made.  A  regular  form  for  the  butcher's  signature 
was  produced.  The  buyer  profTered  a  check,  printed,  out  of 
which  he  asked  the  dealer  to  take  the  stipulated  deposit.  The 
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victim  hesitated  a  moment  only — then  handed  over  $35  in 
change. 

There's  something  new  every  day  in  check  games ! 

Principle  of  averages  in  check  policies. — A  detective  serv- 
ice, protecting  five  large  stores,  doing  an  annual  volume  of 
$40,000,000,  informed  the  authors  that  total  losses  of  $8,000  a 
year  for  all  was  a  maximum  usually  not  reached.  A  chain 
system  of  28  stores,  an  average  40%  of  whose  volume  is 
received  in  checks,  had  on  hand  as  the  accumulation  of  nine 
and  one-half  months,  bad  checks — not  all  these  were  fraudu- 
lent— for  $135.  Check  losses  reported  during  group  pro- 
ceedings at  a  National  Retail  Credit  Association  convention 
were:  for  department  stores,  $100  on  $300,000  of  checks 
cashed;  $500  on  between  $3,000,000  and  $4,000,000  sales; 
$760  on  $6,000,000.  These  figures  covered  losses  on  short 
as  well  as  fraudulent  checks. 

The  principle  of  averages  is  respected  by  department 
stores  closely  in  O.  K.  policies.  Commonly,  the  salesperson 
must  call  the  floorman  when  a  customer  tenders  a  check. 
The  floorman  has  varying  authority.  In  some  stores,  he  may 
O.K.  personal  checks  up  to  $10;  above  that,  unless  the  cus- 
tomer is  personally  known  to  him,  he  must  refer  to  the  credit 
office.  Some  other  stores  permit  the  floorman,  when  his 
judgment  endorses,  to  accept  checks  in  payment  for  mer- 
chandise up  to  large  amounts,  on  identification.  The  out-of- 
town  check  is,  in  some  stores,  an  object  of  suspicion ;  in 
other  stores,  practically  no  distinction  is  made  between  it 
and  local  checks. 

Some  stores  permit  floormen  to  O.K.  checks  received  for 
merchandise,  but  require  checks  offered  for  cash  to  be  re- 
ferred to  the  office.  Of  course,  in  practice,  exceptions  are 
made  for  known  customers. 

.Salespeople  in  certain  specialty  stores  are  permitted  to  use 
their  judgment  on  checks  up  to  $10;  unless  the  customer  is 
(Irfinitely  known,  not  over  $5  may  l)c  given  in  change. 
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The  managers  of  a  large  chain  grocery  system  arc  au- 
thorized to  accept  personal  checks,  on  suitable  identification, 
up  to  $10 — over  that,  checks  accepted  are  on  manager's  per- 
sonal responsibility. 

Twelve  rules  for  checks. — The  credit  bureau  of  Weld 
County,  Colorado,  with  the  cooperation  of  local  banks, 
printed  and  distributed  to  merchants  and  their  employees 
twelve  rules  for  checks. 

1.  Examine  every  check  for  proper  form. 

2.  Be  sure  to  get  street  address  and  telephone  number. 

3.  Is  customer  properly  identified?  Is  the  check  on  a  local 
bank?    If  any  doubt,  call  the  bank  if  possible  and  see  if  good. 

4.  Use  EXTREME  CAUTION  if  the  customer  wants 
"cash"  in  excess  of  purchase  price  of  merchandise. 

5.  Remember  that  crooks  can  easily  have  *'good"  looking 
checks  made  out  on  a  check  writer  or  printed. 

6.  Observe  with  suspicion  a  "certified"  personal  check. 
Possession  of  a  Bank  Pass  Book  does  not  mean  that  the 
holder's  check  is  good. 

7.  OBSERVE  YOUR  CUSTOMER.  Be  able  to  give  a 
reliable  description  of  a  customer  paying  by  check. 

8.  WATCH  OUT  for  strangers'  checks  presented  after 
banking  hours  or  on  holidays  when  banks  are  closed.  This 
is  a  favorite  time  for  "short  checkers"  to  work. 

9.  Always  watch  COUNTER  CHECKS.  Eighty-five  per 
cent  of  the  worthless  checks  are  on  counter  checks. 

10.  Always  compare  handwriting  on  front  and  back  of 
second  party  check.  If  the  same  are  too  similar,  LOOK 
OUT. 

11.  Take  a  customer  with  any  check  you  suspect  to  your 
credit  manager. 

12.  Notify  your  Credit  Bureau  IMMEDIATELY  on  any 
suspicious  check  deal. 

One  slick  Western  crook  defrauded  stores  by  securing 
O.K.  of  credit  manager  to  a  $1  check,  then  forging  O.K.  on 


3i8  RETAIL  CREDIT  PRACTICE 

larger  checks.  A  routine  which  requires  O.K'd  checks  to  be 
cashed  immediately  largely  eliminates  risk  of  this  and  similar 
frauds. 

Identification  methods. — When  a  customer  is  asked  for 
identification  material  what  is  presented  may  be  complete 
and  fresh,  or  it  may  be  scanty.  Unless  there  are  suspicious 
circumstances,  or  the  transaction  involyed  is  of  special  im- 
portance, the  store  usually  accepts  any  matter  carrying  the 
name  claimed. 

A  request  for  telephone  number  is  useful  not  only  in  the 
information  giyen,  but  in  the  opportunity  it  affords  to  ob- 
serve the  customer's  reaction.  A  prompt,  unhesitating  reply 
is  expected.  The  employee  may  become  confused  over  the 
name,  unable  to  decipher  the  spelling,  and  appeal  to  the  cus- 
tomer, as  a  test.  He  may  carefully  misspell,  or  read  an 
incorrect  address,  to  see  if  customer  corrects  him.  The  ex- 
perienced man  develops  considerable  skill  in  tactfully  pursu- 
ing questions  which,  one  way  or  another,  clearly  establish 
the  customer's  identity.  Of  course,  these  questions  are  only 
asked  in  situations  where  they  seem  necessary. 

"Why,  yes,  I  remember  you!"  cordially  replied  a  doubtful 
floorman.  "You  had  me  O.K.  a  sales  ticket  for  a  silk  dress 
last  Saturday,  didn't  you,  Mrs.  Jones?"  The  genuine  Mrs. 
Jones  would  have  corrected  the  floorman;  the  imposter  did 
not. 

Relay  system  for  warnings. — Pontiac,  ]\Iich.,  introduced  a 
telc])hone  relay  system  whereby  252  dealers  of  the  credit 
bureau  can  be  warned  of  bad  check  workers  in  twenty  min- 
utes. Receiving  information  which  should  be  immediately 
broadcast,  the  credit  bureau  calls  twelve  stations  on  the  key 
list.  Each  of  these  (business  establishments  which  have 
pledged  themselves  to  co()perate)  calls  immediately  four 
members.     Each  of  llu-s^.'  four  members  calls  four  others. 

Most  short  checks  "stand  up"  second  time  through. — Short 
checks  are  very  common  in  store  experience.     They  should 
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have  fast  attention.  Unless  there  are  suspicious  circum- 
stances, the  store  gets  in  touch  with  the  customer  by  tele- 
phone or  letter.  Informing  the  customer  the  check  has  been 
returned  marked  N.S.F.,  the  store  may  assume  a  mistake, 
and  notify  it  will  put  it  through  the  bank  a  second  time. 

A  high  proportion  of  checks,  probably  above  70%  for  most 
stores,  will  "stand  up"  on  the  second  time  through.  Makers 
of  most  of  the  others  will  arrange  satisfactorily  with  the 
store.     In  a  small  residue  of  cases,  it  may  become  necessary 
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to  refer  to  a  detective  service  or  an  attorney.  A  detective 
service  which  for  many  years  has  specialized  in  department 
store  business  informed  the  authors,  "Short  checks,  as  a 
class,  are  at  least  95%  good." 

Credit  bureaus  and  short  checks.— Credit  bureau  practice 
in  many  cities  now  systematically  develops  short  check  in- 
formation, so  that  the  chronic  offender  is  known.  The  Gree- 
ley, Colo.,  credit  bureau,  at  a  time  Avhen  short  checks  were 
especially  numerous,  ran  newspaper  advertising  which  re- 
ported convictions  with  names  and  facts. 

At  Saginaw,  Mich.,  the  credit  bureau  sends  to  the  maker 
of  a  short  check  a  copy  of  the  state  bad  check  law,  violation 
of  which  renders  one  liable  to  a  $1,000  fine  or  a  year's  im- 
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prisonment.  It  is  stated  that  nine-tenths  of  those  to  whom 
the  bureau  writes  make  the  checks  good. 

A  large  Missouri  department  store  has  card  files  at  desks 
throughout  the  store.  Alphabetically  arranged,  these  files 
quickly  show  if  the  customer  is  a  chronic  short  check  of- 
fender. All  store  employees  authorized  to  O.K.  checks  should 
keep  constantly  informed  of  bogus  check  and  short  check  in- 
formation received. 

Banks,  credit  bureaus,  and  retail  stores  effectively  work 
together  in  a  growing  number  of  communities  to  reduce 
short  check  offenses. 

The  protection  of  bad  check  laws. — Although  most  credit 
grantors  seldom  resort  to  prosecution  in  check  situations, 
the  existence  of  statutes  is  very  important.  In  New  York, 
Illinois,  Ohio,  and  a  considerable  number  of  other  states, 
intent  to  defraud  is  presumed  under  the  statutes.  Over 
twenty  states  give  the  person  who  makes,  draws,  utters,  or 
delivers  a  bad  check  a  period  in  which  to  make  good.  This 
varies  from  twenty-four  hours  in  Florida  to  twenty  days 
in  Kentucky  and  West  Virginia.  Postdated  checks  and 
checks  tendered  in  payment  of  preexisting  debts,  have  been 
held  to  be  outside  the  scope  of  bad  check  laws. 

"Hello,  I'm  Mr.  Jones." — The  store  visitor,  introducing 
himself,  tendered  a  card — ]\Ir.  All)ert  R.  Jones,  connected 
with  a  well-known  local  concern.  ■  Genially  responding  to  the 
introduction,  the  jeweler  asked,  "What  can  I  do  for  you,  Mr. 
Jones?"  The  customer  bought  a  $50  ring,  made  a  down- 
payment,  and  left.  When  the  first  payment  became  delin- 
quent, the  store  telephoned  Mr.  Jones — who  immediately 
denied  the  obligation. 

Impersonation  in  opening  accounts  is  guarded  against  if, 
on  verifying,  the  store  calls  up  applicant  by  telephone  to  an- 
nounce the  account  has  been  opened.  On  one  pretext  or  an- 
other, stores  convert  charge-take  into  charge-send  purchases 
if  circumstances  do  not  qualify  for  the  former. 
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Minors,  realizing  the  protection  afiforded  them  by  the  law, 
attempt  to  victimize  instalment  firms.  Most  fraudulent  i)ur- 
chases  are  charge-take.  An  old  charge-send  fraud  is  worked 
with  the  address  of  an  apartment  house  customer.  The  crook 
or  a  confederate  meets  the  delivery  man  as  he  enters  the 
building. 

The  custom  of  many  stores  is  to  refer  fraudulent  purchase 
cases  to  a  private  detective  service  which  usually  works  in 
close  cooperation  with  the  credit  bureau.  In  some  communi- 
ties, the  credit  Imreau  maintains  a  detective  division.  If  all 
fraud-element  cases  are  referred  regularly  to  detective  serv- 
ice or  bureau  and  group  experience  developed,  fraudulent 
buyers  are  apprehended  and  dishonest  buyers  who  claim 
fraudulent  buying  on  their  accounts  are  discovered  for  what 
they  are. 

The  fraudulent  purchase  is  a  dit^cult  thing  to  handle  di- 
rectly. The  customer  feels  no  special  responsibility  to  assist 
the  store.  The  possibility  that  some  relative  or  connection 
made  the  purchase  is  present.  Every  department  store  is 
familiar  with  the  wife  or  daughter  who,  reprimanded  by 
husband  or  parent  for  a  purchase,  has,  fearsomely,  denied  it. 
There  have  been  cases  where  wife  or  daughter  has  admitted 
to  the  store  the  purchase,  and  made  arrangements  to  pay 
without  husband's  or  parents'  knowledge. 

When  fraudulent  buying,  bona  fide  or  claimed,  has  oc- 
curred on  an  account,  the  store  will  take  special  precautions. 
It  may  require,  for  example,  a  signature  for  every  purchase. 

The  skip  problem;  tracing  divisions. — Skips  attempt  one 
of  the  most  obvious  credit  frauds,  yet  one  of  the  most  suc- 
cessful. Few  stores  locate  as  many  as  60%  of  their  skips, 
and  most  a  much  smaller  proportion.  In  the  instalment  trade 
skips  are  a  major  problem. 

The  Merchants'  Credit  Bureau,  Inc.,  Detroit,  and  numer- 
ous other  credit  bureaus  employ  confidential  bulletin  pub- 
licity.   Under  the  Detroit  plan  are  listed  the  names  of  parties 
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wanted,  who  have  been  located.  A  bulletin  reviewed  by  the 
authors  gave  the  names  of  over  130  such,  alphabetically.  In 
each  case,  the  debtor's  old  address  appeared.  Members  de- 
siring new  addresses  could  obtain  them  by  telephoning  the 
tracing  division. 

Next  was  a  listing,  larger,  of  new  addresses  wanted. 
"Please  check  the  following  list,  and  kindly  advise  us  if  you 
have  a  later  address  in  any  cases,"  members  were  requested. 
"The  fact  that  we  are  endeavoring  to  locate  a  party  indicates 
that  we  may  have  some  information  of  value  to  you,  and  we 
will  give  you  a  file  report,  without  charge,  or  credit  your 
current  statement  with  one  dollar,  on  any  of  the  names 
whose  address  you  give  us." 

Credit  bureaus  in  some  cities  have  arrangements  with 
light  and  gas  companies  for  daily  lists  of  "connects"  and 
"disconnects,"  valuable  in  developing  address  information. 
Moving  ordinances  of  a  number  of  cities,  requiring  movers 
to  report  each  job,  are  helpful. 

The  National  Retail  Credit  Association  offers  tracing  serv- 
ice for  a  filing  fee  of  ten  cents  per  name,  plus  $1.00  for  each 
"locate." 

Trade  Association  skip  service. — Locating  a  skip  in  a  dis- 
tant town,  a  member  of  the  Ohio  Valley  Retail  Furniture  As- 
sociation informs  the  secretary,  who  immediately  sends  the 
first  of  a  series  of  form  letters.  A  copy  of  the  first  letter 
goes  to  the  creditor,  with  instruction  to  notify  the  secre- 
tary's ofBce  if  no  word  is  received  from  the  skip  in  ten  days. 
Of  1,400  skips  dealt  with  in  three  years.  14%  replied  to  the 
first  letter.  Several  letters,  and  cooperation  of  the  local  asso- 
ciation members,  are  used  in  a  successful  system.  (Fiiniiturr 
Record,  August.  1927.) 

Credit  men  have  skippers'  club. — Thirty-one  per  cent  of 
skips  listed  with  the  Retail  Merchants'  Credit  Bureau. 
Columbus,  Ohio,  are  located,  on  the  average.  As  many  as 
700  skips  are  reported  in  one  month,  Init  the  average  is  be- 
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tween  400  and  500  names.  W.  G.  Hills,  associate  manager. 
Retail  Merchants'  Association,  described  the  plan  in  Credit 
World,  October,  1927. 

Each  month,  members  of  the  club  send  in  individual  lists. 
The  bureau  lists  these  alphabetically,  and  checks  with  its 
files  for  later  addresses.  Next,  the  post  oflfice  checks  the  list. 
Each  member  receives  a  mimeographed  copy,  which  he 
brings  to  the  monthly  dinner  meeting  of  the  clul)  where  there 
is  personal  exchange  of  information. 

The  lore  of  tracers. — The  sender  of  third-  and  fourth-class 
mail  may  have  the  post  office  notify  him  when  matter  is  for- 
warded to  a  new  address.  Using  this  privilege,  the  sender 
places  upon  address  side  the  statement,  "If  forwarded  to  new 
address,  notify  sender  on  form  3547.  Postage  for  notice 
guaranteed." 

The  dummy  employment  agency,  offering  the  debtor  reg- 
istration without  cost,  is  a  decoy  plan.  Dummy  package  de- 
livery companies  are  used.  The  debtor  receives  a  routine 
card  stating  that  a  package  in  his  name  is  awaiting  correct 
address  for  delivery.  Some  article  of  little  value  is  delivered 
if  the  debtor  returns  card  with  new  address. 

The  outside  investigator  \vorking  on  a  "locate"  case  re- 
spects the  principle  that,  practically  always,  some  local 
person  knows  the  whereabouts  of  the  missing  debtor. 

What  moving  company  handled  the  job  ?  What  were  the 
church,  lodge,  labor  union  affiliations  of  the  missing  man? 
Learn  these,  and  talk  with  the  pastor  or  priest,  secretaries  or 
other  officials. 

Has  the  debtor  children?  What  school  did  they  attend? 
Where  did  they  work?  Did  they  belong  to  Y.M.C.A.  or  Y. 
W.  C.  A.?    Did  they  belong  to  social  clubs? 

Has  the  debtor  local  relatives? 

Did  he  own  an  automobile?  The  procedure  governing  li- 
censes and  sales  may  be  such  that  a  tracer  visiting  the  proper 
source  will  secure  valuable  information. 
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Did  he  carry  life  insurance?  The  insurance  agent  wants 
the  new  address,  too;  he  may  be  cooperated  with. 

Tracers  frequently  resort  to  ruse  in  interviewing  relatives 
and  friends.  The  real  purpose  of  the  call  is  concealed;  talk 
is  made  of  some  matter  to  the  apparent  advantage  of  the 
skip,  an  opportunity  in  employment,  for  example. 

Women  keep  in  touch  with  relatives  much  better  than 
men,  but  most  members  of  either  sex  write  to  relatives  from 
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time  to  time.  The  fact  that  relatives  do  not  know  a  debtor's 
address  this  week  is  no  certainty  they  will  not  have  it  a 
month  hence. 

A  store  sometimes  obtains  an  address  by  offering  to  pay  a 
party  known  to  be  in  a  position  to  obtain  it.  The  assistance, 
without  remuneration,  of  people  in  a  key  position  to  secure 
information  can  frequently  be  had. 

It  is  easy  to  give  up  too  soon  on  a  skip  case.  The  use  of 
credit  bureau  facilities  should  be  such  that  automatically,  if 
the  bureau  at  any  future  time  obtains  the  needed  informa- 
tion, the  store  will  have  it.  Checking  of  skij)  files  against 
each  new  city  directory  has  located  many  lost  debtors. 

How  credit  bureau  group  plans  control  fraud  risks. — In 
every  community  is  a  group  of  people,  small,  but  trouble- 
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some  unless  controlled,  which  is  inclined  to  practice  fraud 
and  sharp-dealing.  Until  these  individuals  are  known,  there 
may  be  no  satisfactory  way  for  the  credit  grantor  to  protect 
himself.  Co(")]ierative  measures  are  by  far  the  most  efficient 
in  handling  numerous  frauds.  Through  the  group,  the  credit 
bureau  compiles  detailed  records  of  every  person  who  has 
appeared  in  connection  with  various  types  of  unsatisfactory 
and  suspicious  transactions,  and  these  records  are  made 
available  for  all  members.  The  man  or  woman  who  repeats 
in  a  suspicious  situation  quickly  becomes  known. 

Denver  driverless  car  concerns,  for  example,  secured  the 
credit  bureau's  assistance  when  profits  were  seriously  af- 
fected by  various  types  of  undesirable  customers.  The  first 
move  of  the  bureau  was  to  develop  a  bulletin  giving  names 
and  addresses  of  all  parties  who  had,  in  any  manner,  imposed 
upon  a  driverless  car  company  during  the  past  two  years. 
The  cases  were  classified — 

F.A. — Forced  Account. 
P.D.A. — Past  Due  Account. 
S.C. — Short  Check. 
N.A.C. — No  Account  Check. 
C.C. — Canceled  Contract. 
W.C.— Wrecked  Car. 
D.C. — Deserted  Car. 
E.C. — Embezzled  Car. 

Within  a  few  months,  driverless  car  companies  had  re- 
duced their  losses  by  50%.  The  Denver  bureau  bulletins  all 
members  of  the  group  as  new  cases  are  reported. 

The  laundrymen's  group,  Denver  bureau,  reports  "shorts" 
and  unsatisfactory  accounts;  the  Instalment  group  reports, 
as  they  appear  in  operation  of  each  business,  skips,  accounts 
collected  by  attorney,  and  P.  and  L.  accounts.  A  product  of 
the  instalment  system  of  selling  is  a  type  of  habitual  buyer 
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who  purchases  freely,  but  never  pays.  The  group  exchange 
of  information  controls  the  problem  created  by  such  buyers. 
Before  the  loan  group  of  the  Denver  bureau  was  organ- 
ized, local  companies  had  encountered  fraudulent  practices 
hard  to  control.  Co-makers  were,  in  some  cases,  very  liberal 
in  placing  their  names  upon  promissory  notes,  which  they 
guaranteed.  A  man  earning  $25  a  week  might  guarantee 
notes  of  several  thousand  of  dollars.  Three  men  might 
work  in  collusion,  each  borrowing  from  one  loan  company 
with  the  other  two  as  co-makers.  P3'-ramiding  was  exten- 
sive. Some  borrowers  would  attempt  to  mortgage  their 
property  several  times  in  securing  loans. 
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The  Denver  loan  group  comprises  some  twenty-five  com- 
panies. Through  the  credit  bureau  they  investigate  all  api)li- 
cants  and  co-makers,  with  very  few  exceptions.  The  credit 
bureau  determines  just  what  the  applicant  owes  other  loan 
companies,  if  any,  and  how  he  pays  other  companies. 

The  building  material  dealers'  grouj).  comprising  sev- 
enty-five dealers  handling  everything  from  sand  to  roofing 
material,  proves  effective  machinery  for  controlling  the 
''crooked"  contractor  risk.  This  group  holds  regular  meet- 
ines.  in  advance  of  which  each  member  can   turn  in  three 
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names  to  be  distributed  to  all  members  for  reports.  The 
asseml)led  reports  are  given  to  meml^ers  at  the  group 
meeting 

A  problem  building  material  dealers  confronted,  involving 
sometimes  heavy  losses,  came  about  when  contractors  in  ex- 
change for  lien-waivers  gave  checks  which  proved  either 
short  or  bad.  A  special  lien  waiver  form  was  adopted  which 
makes  release  valid  on  condition  that  check  given  in  payment 
— number  and  other  details  are  filled  in  on  the  form — is  paid 
when  presented. 

The  group  principle,  ajiplied  through  the  credit  bureau, 
will  efTectivelv  control  fraud  and  "unsatisfactory  account" 
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problems  of  the  many  individual  types  arising  from  nature 
of  the  individual  trade. 

Who  shall  handle  fraud  cases? — The  cases  are  rare  in 
which  a  store  should  accuse  a  customer  of  fraud.  Fraud 
situations  are  best  handled  by  attorney,  detective  service,  or 
credit  bureau.  In  the  hands  of  trained  parties,  if  proof  is 
possessed  and  the  offender  is  located,  fraud  cases  will  often 
result  satisfactorily  for  the  store. 

The  customer  who  has  rendered  himself  liable  to  prosecu- 
tion usually  is  able,  unless  he  is  a  chronic  offender,  to  secure 
the  aid  of  relatives  or  friends.  When  to  prosecute,  and  when 
not  to,  becomes  a  delicate  question.  In  first  offense  cases, 
the  most  constructive  course,  if  there  are  extenuating  cir- 
cumstances, may  be  to  give  the  offender  "another  chance." 
Unless  adopted  with  discretion,  however,  this  attitude  may 
actually  encourage  fraud.  Alany  experienced  observers  be- 
lieve that  publicity  given  prosecuted  cases  is  one  of  the  best 
ways  to  prevent  fraudulent  purchases  and  check  offenses. 


CHAPTER  XXIV 

RETURNED  GOODS,  COMPLAINTS,  AND 
MISCELLANEOUS  PROBLEMS 

OXE  form  of  credit  is  a  final  sale  of  merchandise  for  pay- 
ment at  a  later  date.  More  liberal  credit  terms  i^ive 
the  customer  the  return  privilege.  What  is  practical  and 
economic  becomes,  as  in  extension  of  credit  covering  price, 
a  thing  determined  first  by  the  store  customer  group,  then 
by  the  individual  customer. 

It  is  a  credit  department  function  to  determine  accurately 
the  various  privileges  which  can  be  granted  the  customer.  It 
is  the  credit  department's  duty  efficiently  to  control  the  op- 
eration of  policies  in  use. 

Ohio  survey  of  returned  merchandise. — One  of  the  most 
valual)le  of  the  retail  business  surveys  which  the  Ohio  State 
University  has  made  was  concerned  with  returned  merchan- 
dise. Twenty-seven  department  stores  in  Ohio  were  sur- 
veyed over  a  period  of  eight  weeks.  The  value  of  all  returned 
goods  was  nearly  $500,000.    H.  D.  Comer  reported  the  study. 

How  the  returned  items  were  distributed  among  different 
classes  of  merchandise  is  shown  by  the  following  table — 

Number  of  Items  Returned 
Merchandise  Group  Number 

of  Items 

Women's  Ready-to-Wear  Accessories 25,681 

Women's  and  Misses'  Ready-to-Wear 10.779 

Men's  and  Boy's  Ready-to-Wear 9.4^4 

Small  Wares. .' '. 5^8,7 

Home  Furnishings 5.677 

.'',29 
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Dry   Goods 5,581 

Shoes    4,920 

Miscellaneous    Merchandise 3,063 


Total  71,082 

Including  1,613  items  for  which  data  were  incomplete. 
The  average  retail  value  per  item  returned  was  $6.94  for 
all  merchandise ;  distributed  as  follows — 

Average  Retail  Value  Per  Item  Returned 

Average 
Merchandise  Group  Value 

Women's  and  Misses'  Ready-to-Wear $16.69 

Home    Furnishings    14.28 

Miscellaneous    7.05 

Shoes    6.28 

Men's  and  Boys'  Ready-to-\\'ear 4.91 

Dry   Goods    .' 4.05 

Women's  Ready-to- \\>ar  Accessories 3.91 

Small  Wares   2.67 

All  Merchandise   6.94 

Excluding  incomplete  data. 

A  chart  is  reproduced  showing  the  reasons  for  returns 
(except  for  $5,000  worth  of  merchandise,  for  which  no  rea- 
sons were  available). 

It  is  apparent  that  by  far  the  greatest  numl)er  of  returns 
are  made  in  ready-to-wear,  a  high  ])roportion  of  which  are 
caused  by  wrong  sizes.  Wrong  sizes  are  responsible  for  a 
somewhat  higher  proportion  of  ready-to-wear  returns  than 
the  average  figures  of  the  chart  indicate.  A  second  chart  for 
house  furnishings,  for  example,  ]>ut  customers'  change  of 
mind  at  the  top,  35.69%.  i^he  next  principal  cause  was 
12.90%  for  "sent  on  approval,"  while  wrong  size,  10.57%, 
was  third. 
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Fig  40.  Chart  Showing  Reasons  for  Return  of 
Merciiandisk  in  Ohio  Department  Store  Survey. 
Items  for  Which  Reasons  were  not  Available  are 
Omitted. 
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Pittsburgh  study. — A  study  in  Pittsburgh  covered  eleven 
stores  for  the  full  year  1925.  The  causes  for  returns  were 
determined  to  be — 

Size,  52.2%;  don't  want,  7%;  not  satisfactory,  6.5%;  no 
reason,  5.4%  ;  damaged,  4.7%  ;  will  re-select,  4.4%  ;  color, 
3.9%;  approval,  Z.?Jo\  made  new  selection,  Z.Z%\  C.O.D. 
exchange,  2.1%;  wrong  kind,  1.8%  ;  and  wrong  style,  1.8%. 

The  results  were  announced  by  the  Research  Bureau  for 
Retail  Training  of  the  University  of  Pittsburgh. 

An  approval-selling  problem. — The  returned  goods  prob- 
lem is  primarily  an  approval-selling  problem.  Approval- 
selling  exists  when  customers  are  permitted  promiscuously 
to  return.  The  supervision  given  salespeople  and  store 
policies  can  encourage  abuse  of  the  return  privilege ;  or  can 
exercise  a  conservative  influence. 

There  is  no  purpose  here  to  suggest  that  the  return  priv- 
ilege has  not  a  place,  and  an  important  one.  in  retail  selling. 
It  has.  It  is.  however,  a  sales  device  particularly  lending  it- 
self to  abuse. 

The  volume  of  merchandise  returned  to  some  stores  is  an 
amazing  percentage  of  total  sales,  reaching  20%  or  even 
more.  A  return  is  expensive.  It  costs,  roughly,  as  much 
to  return  merchandise  to  stock  as  it  does  to  deliver  it  to  the 
customer.     Moreover,  damage  averages  a  high  loss. 

A  set  of  sound  return  policies. — The  return  policies  of  an 
individual  store  should  be  expertly  determined,  and  modi- 
fied as  experience  shows  the  need,  by  conditions  which  be- 
gin with  the  merchandise,  continue  with  the  salespeople,  and 
are  afifected  by  the  customer  group  and  by  community  pol- 
icies. 

There  are  certain  classes  of  goods  for  which,  for  sanitary 
reasons,  many  stores  have  established  an  "unreturnable" 
])oIicy.  In  fact,  city  health  regulations  may  forbid  the  re- 
turn of  these  to  stock.  They  include  bedding,  underwear, 
rubber  goods,  hair  goods,  veils,  mattresses. 
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There  is  merchandise  of  a  nature  producing  returns  in 
such  numbers  that  the  privilege  cannot  be  extended  in  rela- 
tion to  it.     Silk  hosiery  is  the  outstanding  example  of  this. 

The  return  privilege  may  be  refused  for  garments  which 
have  been  altered  in  accordance  with  the  customer's  re- 
quests, and  for  made-to-order  goods. 

The  setting  of  time  limits  upon  return  is  common  practice. 
Three  days  is  the  limit  of  some  stores,  five  days,  even  seven 
days,  of  others.  There  is  general  stipulation  that  merchan- 
dise be  returned  in  the  original  condition,  with  sales  check. 

The  exchange  privilege  on  wedding  gifts  is  general  prac- 
tice. 

A  non-returnable  rule  may  be  modified  to  permit  ex- 
change of  merchandise  for  another  selection,  or  for  credit. 

The  bookkeeping  routine  varies  much  for  approval  sales. 
All  sales  by  some  stores  are  charged,  and  returns  made 
within  a  given  period  credited.  Some  stores  have  special 
"approval"  slips,  and  no  sale  is  charged  until  it  is  known 
to  have  been  made. 

Community  return  policies. — Through  the  Retail  Mer- 
chants' Bureau  of  the  Denver  Chamber  of  Commerce,  de- 
partment stores  and  prominent  ready-to-wear  shops  have 
for  several  years  maintained  community  return  policies. 
Once  a  month,  regularly,  there  appears  on  a  Sunday  society- 
section  page  of  Denver  newspapers  an  announcement,  two 
columns  by  some  seven  or  eight  inches — 

"It  is  the  established  policy  of  the  undersigned  stores 
that — 

"Women's  ready-fo-zcear  garments  unll  not  he  sent  from  the 
store  on  approval  and — 

"Garments  that  have  been  purchased  ivill  not  be  accepted  for 
refund  or  credit." 

Attached  are  the  signatures  of  twelve  foremost  stores. 
There  is  no  hard-and-fast  observance  of  this  policy.    Mem- 
ber stores  are  privileged  to  depart  from  it.  and,  in  practice. 
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do  to  a  considerable  extent.  Its  moral  effect,  limiting  use 
of  the  return  privilege,  is  valuable  and  in  an  occasional  ad- 
justment situation  it  protects  the  individual  store  in  a  firm 
refusal. 

Cooperating  stores  are  expected  to  report  to  the  Retail 
Merchants'  Bureau  the  names  of  customers  who  have  in- 
sisted on  returning  worn  and  soiled  garments.  The  bureau 
reports  these  names  immediately  to  all  cooperating  stores. 

The  best  basis  which  can  be  found  for  satisfactory  condi- 
tions in  returned  goods  is  general  agreement  among  prin- 
cipal stores  respecting  policies. 

Customer  education. — The  Better  Business  Bureau,  Cleve- 
land, Ohio,  broadcast  by  radio  a  talk  on  merchandise  returns. 
The  desire  of  the  merchant  to  render  greatest  service  to  the 
public,  sending  merchandise  on  approval,  was  declared. 
However,  the  public  use  of  the  privilege  should  be  a  reason- 
able and  considerate  one.  In  detail,  the  policies  concerned 
with  merchandise  not  allowed  for  return  were  explained. 
The  economic  loss  occurring  through  returns  was  shown. 

"Therefore,"  declared  the  speaker,  Dale  Brown,  "it  is  up 
to  the  customer  to  buy  wisely  and,  as  often  as  possi,:;re,  to 
make  the  final  selection  of  the  merchandise  in  the  store ;  to 
decrease  the  number  of  times  it  is  necessary  to  take  goods 
out  on  approval;  never  to  return  merchandise  except  for  an 
honest  and  bona  fide  reason ;  and  to  remember  that  the  cus- 
tomer pays  for  the  abuse  of  the  privilege  of  return  of  mer- 
chandise. 

"The  studied  attempt  on  the  part  of  both  the  merchants 
of  Cleveland  and  hundreds  of  thousands  of  their  customers 
to  cut  down  amount  of  merchandise  returned  will  reflect 
eventually  in  lower  cost  of  niorrliandise." 

Newspaper  advertisements  of  the  Merchants  Council  of 
the  Pittsburgh  (Pa.)  ('hauibcr  of  Commerce  set  out  to  edu- 
cate consumers  away  from  home  selection.     One  advertise- 
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ment  was  headed,  "A  nice  selection,  ^It^ther, — but  what  price 
convenience"?    The  cop)-  read — 

"Three  different  sets  and  \\  e  are  to  select  one,  eh?  A  lot 
of  mighty  fine  silver  to  keep  in  the  house  to-night.  I  won- 
der how  the  stores  do  it?  Who  j)ays  for  the  convenience 
of  'home  selection'?  There  must  be  thousands  and  thou- 
sands of  dollars'  worth  of  rugs,  furniture,  clothing,  silver- 
ware, household  goods  and  all  sorts  of  things  in  homes  in 
this  town  to-night  that  won't  be  sent  back  for  a  week." 

Further  extensive  educational  efforts  among  consumers, 
offering,  from  the  right  source,  ethical  disapproval  of  cer- 
tain practices  which  liberal  return  policies  encourage,  is  a 
general  need.  It  is  far  better  psychology  to  prevent  requests 
for  adjustments  than  to  await  them,  attempting  then  to  de- 
cline without  adverse  results. 

Store  adjustment  organization. — Store  organization  for 
adjustments  includes  adjustment  manager  and  clerks.  A 
modern  "selling"  name  given  the  department  is  "Service  De- 
partment,'" rather  than  "Complaints."  This  department  often 
works  under  the  supervision  of  the  credit  manager.  The 
personnel  is  schooled  in  tactful  intercourse  with  the  public. 

Selling  the  adjustment. — The  attitude  toward  the  customer 
should  invariably  be  a  manifestly  friendly  one.  The  adjust- 
ment desk  is  a  place  for  smiles  and  good  nature.  Suspicion, 
anger,  cannot  be  permitted  here.  The  reaction  of  the  ad- 
justment clerk  should  be  such,  in  a  manifest  desire  to  serve, 
as  to  carry  potently  to  the  customer  the  fact  that  there  is 
sincere  regard  for  his  position. 

Patiently  and  sympathetically,  the  customer  should  be 
given  an  opportunity  to  explain  in  full. 

When  the  facts  of  the  complaint  are  before  the  adjuster, 
he  decides  the  answers  to  certain  questions.  Is  the  adjust- 
ment requested  to  be  granted  in  full?  Is  it  to  be  declined? 
Is  it  to  be  granted  in  part?  Is  further  investigation  re- 
quired? , 
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If  some  investigation  is  needed  before  a  decision  can  be 
made,  the  adjuster  will  be  friendly  and  conciliatory  in  ex- 
plaining this  to  the  customer.  'T  am  very  sorry  for  this, 
Mrs.  Jones,  and  I'll  have  a  very  full  investigation  made  im- 
mediately, and  report  to  you." 

Note,  here,  the  use  of  certain  words  demonstrating  re- 
gard for  the  customer's  position.  "Sorry,"  "Glad,"  "Full," 
"Immediately."  The  impression  conveyed  by  attitude  and 
words  is  that  effort  is  to  do  full  justice  by  the  customer.  An 
important  psychological  process  is  expertly  put  under  way. 

It  may  be  necessary  to  ask  certain  questions  of  the  cus- 
tomer. These  should  be  tactful.  The  customer's  statements 
should  not  be  questioned,  either  in  so  many  words  or  by  sug- 
gestion. From  some  customers,  the  gracious  invitation, 
"Tell  me  all  about  it,  Mrs.  Jones,"  will  draw  the  desired  ex- 
planation concerning  the  special  points. 

If  the  adjustment  is  to  be  granted  in  full,  the  problem  is  of 
attitude  and  will  be  very  simple.  The  adjustment  should 
be  made  gladly.  There  should  be  no  attempt  to  justify  a 
mistake  which  has  been  made.  Regret  for  the  mistake 
should  be  frankly  expressed.  "We  try  very  hard  to  do 
things  right,  but  somehoAv,  things  get  by  us.  We  are  mighty 
sorry,  Mr.  Sampson."  Certainly,  when  the  complaint  is  un- 
mistakably a  just  one,  the  clerk  may  go  so  far  as  to  say,  "We 
are  very  glad  you  called  this  to  our  attention." 

There  is  a  psychological  trick  which  expertly  handles  ad- 
justments to  be  made  only  in  part.  If  the  reply  to  the  cus- 
tomer is  good  news,  wholly — give  it  at  once.  Don't  beat 
around  the  l)ush. 

If  you  can  concede  only  a  part  of  the  request,  do  not  give 
your  decision  at  once.  Begin  with  explanation  why  you 
cannot  grant  the  whole  request.  Then,  with  this  approach, 
explain  concessions  which  you  are  able  to  make. 

"P.reak  it  gently"  when  an  adjustment  must  be  declined  in 
full. 
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Explain  store  reasons  for  declining  the  request ;  make  it 
clear  that  a  policy,  applied  alike  to  all,  is  responsible.  It 
may  not  be  necessary,  the  policy  having  been  explained,  to 
say,  "No,"  in  so  many  words.  Use  plentifully  words  which 
have  regard  for  the  customer's  attitude. 

In  adjustments  which  involve  allowances,  a  Colorado 
credit  man  repeatedly  "leaves  it  to  the  customer."  The  al- 
teration work  done  on  a  fur  coat  is  unsatisfactory;  the  cus- 
tomer complains.  The  credit  man  asks,  frankly,  "What  do 
you  think  we  should  allow  you?" 

He  relates  that  only  seldom  does  he  have  to  disagree  with 
the  customer's  figure.  Other  times,  he  freely  grants  the 
concession  asked.  Haggling  over  an  allowance  is  avoided. 
The  customer's  good-will  is  retained. 

A  favored  practice  of  a  Western  department  manager  is, 
having  first  explained  the  store's  position  and  the  justice  of 
an  indicated  settlement,  to  ofTer,  "Now,  consider  that  I  am 
the  customer  and  you  are  the  store.  What  do  you  think  we 
ought  to  do  about  it?    W^e'll  leave  it  to  you." 

The  opinion,  or  wish,  advanced  by  the  customer  under 
these  conditions,  the  adjustment  manager  relates,  is  pacti- 
cally  always  one  agreeable  to  the  store. 

There  is,  of  course,  a  technique  which  consists  in  going  as 
far  with  a  policy  as  can  be  done,  still  holding  the  customer. 
There  is  the  policy  which  will  make  concessions  to  valuable 
customers  and  not  to  others;  to  customers  known  to  be  ab- 
solutely honest  and  not  to  those  whose  sincerity  is  in  doubt. 

A  customer  brought  in  a  new  overcoat,  worn  but  two 
weeks,  with  two  horizontal  cuts  across  the  back.  He  attrib- 
uted the  cuts  to  flaws  in  the  garment.  He  was  given  another 
coat.  Two  weeks  later,  he  returned  again — the  coat  showed 
similar  damage.  "Let's  look  at  your  automobile,"  the  ad- 
juster suggested.  The  car  was  parked  nearby.  The  seats 
were  upholstered  with  leather;  in  it  there  were  two  horizon- 
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tal  cracks,  back  of  the  driving  wheel.  These  had  worn  the 
cuts  in  the  overcoat.    The  second  adjustment  v\as  not  made. 

So  there  can  be,  where  unreasonable  requests  are  made, 
constructive  effort,  sometimes  avoiding  replacement  and 
other  times  forestalling  future  requests.  A  high  variety  of 
skill  is  required  in  handling  such  cases.  An  expert  can  sat- 
isfactorily adjust  situations  which  an  ordinary  worker  would 
badly  mishandle. 

For  most  stores,  the  proportion  of  requested  adjustments 
which  must  be  declined  will  be  small.  One  large  department 
store  reported  that  its  percentage  seldom  reached  15%; 
much  of  the  time  it  was  under  10%.  "Send  the  customer 
away  happy,"  is  a  good  working  slogan  for  the  adjustment 
department.  A  liberal  policy  is  best.  The  great  majority 
of  customers  can  be  given  the  adjustment  they  request. 

A  second  group  will  be  given  refunds  and  allowances. 
Here,  again,  policy  will  be  liberal,  except  for  "chronics," 
who  figure  largely  in  the  declined  list. 

Non-delivery  and  shortage  complaints. — The  preponder- 
ance of  complaints  in  department  store  operation  are  made 
by  telephone  and  arise  out  of  delivery.  Non-delivery  is  most 
common  in  typical  experience.  Every  large  store  has  con- 
siderable numbers  of  charge-send  purchases  stopped  in  de- 
livery section  by  operation  of  authorization  system.  Except 
as  the  credit  department  contacts  the  customer  first,  such 
"stops"  will  cause  complaints  practically  one  for  one. 

To  the  first  call,  the  complaint  department  replies  it  will 
investigate.  To  the  second  call,  it  informs  the  customer  that 
the  goods  are  being  held,  and  requests  her  to  call  the  credit 
department.  A  daily  list  of  stopped  purchases,  supplied  the 
complaint  oftice  by  credit  department,  aids  in  fast  service  to 
customers. 

Non-delivery  complaints  arise  when  goods  are  left  at  the 
wrong  address.  If  the  complaint  department  has  at  hand 
regularly  the  delivery  records  of  the  day  before,  investiga- 


RETURNED  GOODS  AND  COMPLAINTS 


339 


tion  is  simplified.  Sometimes  the  goods  have  been  left  by 
the  driver,  the  customer  not  being  at  home,  in  a  place  where 
they  have  not  been  located.  There  is,  thus,  the  "milk  box" 
complaint. 

Usually  shortage  com])laints  must  be  adjusted  on  the  basis 
of  the  customer's  contention.  The  "wrong  goods"  and  "bad 
order"  claims  are,  in  an  efiicient  store,  not  numerous. 


COMPLAINT 


Time  Takrn 


Particuhns 


Hoiv  Ar1j'isf<'H 


AM. 
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Dat   Bought 
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Dept.^ 
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Cash 

On  Transfer 

Shortage 

Charge 

In  Dept. 

Wrong  Goods 

C.  0.  D. 

Phone  Order  ■ 

Bad  Order 

Exchange 

Accommodation 

Complaivt  Made  by 


Taken  hy 


Traced  by 


Fig.  41.   Departmknt    Stoke    Form    for    Recuudixg 
Complaint  Information. 
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A  regular  complaint  form,  filled  out  for  all  complaints, 
will  systematically  develop  particulars  of  the  customer,  the 
purchaser,  and  the  complaint.  Date  of  purchase,  clerk  num- 
ber, department  number;  cash,  charge,  C.O.D.  or  exchange; 
whether  on  transfer,  in  department,  telephone  order,  accom- 
modation ;  will  be  ascertained.  There  will  be  space  on  the 
form  for  special  information.  Who  made  the  complaint,  by 
whom  taken,  and  by  ^vhom  traced,  will  be  recorded. 

Fast  service  on  adjustments. — Facilities  for  complaints,  re- 
turned merchandise,  and  adjustments  should  all  be  provided 
with  thought  for  the  customer's  convenience.  Fast  hand- 
ling of  such  transactions  is,  of  course,  the  objective.  In 
practically  all  cases,  the  customer  seeking  an  adjustment  can 
be  handled,  one  way  or  another,  at  a  single  interview,  if 
such  a  standard  is  set  up. 

President's  letter  to  adjustment  customers. — The  day  fol- 
lowing a  customer's  visit  to  the  adjustment  department  of 
the  Denver  Dry  Goods  Company,  a  letter,  multigraphed 
with  close  fill-in  of  name  and  address  and  salutation,  is  sent 
her  over  the  signature  of  Franz  A.  Cramer,  President.  The 
letter  is  a  gesture  of  good-will,  and  precaution  for  the  rare 
case  of  dissatisfaction.     This  is  the  letter — 

"This  store  regards  the  customer  as  the  most  important 
factor  in  the  conduct  of  its  business,  as  you  are  undoubtedly 
aware. 

"If  you  are  not  pleased  with  merchandise  purchased  here, 
we  want  to  adjust  matters  to  your  entire  satisfaction. 

"The  allowance  made  to  you  yesterday  is  an  evidence  of 
our  desire  to  do  the  thing  which  is  fair  to  all  concerned.  If, 
by  any  chance,  this  docs  not  meet  with  your  approval,  do 
not  hesitate  to  communicate  w  itli  me  personally. 

"Our  desire  is  to  please  you." 

An  arbitration  board. —  Department  stores  and  dry-clean- 
ing plants  of  Dallas,  Texas,  have  a  board  of  arbitration,  two 
members  from  eacli.  witli,   for  cliainnan,   the  executive  sec- 
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retary  of  the  Dallas  Plant  Owners  Association.  This  board 
decides  claims  which  cannot  be  satisfactorily  handled  by 
cleaner  or  store. 

An  "efficiency  department." — The  day  after  furniture  is 
delivered  from  Ilarboiir-Longmire,  Oklahoma  City — if  the 
purchase  is  of  some  size — the  boss  finisher  goes  to  the  home, 
checks  up,  and  inspects  the  furniture,  "touches  up"  any 
pieces  that  need  attention,  and  leaves  with  the  customer 
thoroughly  well-pleased.  This  service  goes  by  the  name  of 
"efficiency  department"  and  it  has  virtually  eliminated  com- 
plaints. The  actual  time  spent  in  giving  service  is  much  re- 
duced, because  under  the  former  system,  which  is  used  in 
many  stores,  the  first  step  in  handling  a  complaint  is  a  call 
at  the  home  by  the  store  manager  or  buyer,  who  sees  what 
is  needed  and  who  may,  subsequently,  have  a  finisher  and 
cabinet-maker  visit  the  home,  or  send  a  truck  with  a  couple 
of  men  to  bring  furniture  to  the  store  for  repair. 

The  Harbour-Longmire  boss  finisher  secures  in  the  course 
of  his  visits  enough  repair  work  on  old  furniture  to  meet  his 
salary,  and  he  gets  many  leads  for  new-furniture  sales.  This 
"efficiency  department"  undoubtedly  performs  repair  service 
which  it  would  not  be  called  upon  to  do — and  that  is  one  of 
its  advantages,  because  it  insures  the  maximum  number  of 
satisfied  customers. 

Servicing  the  customer. — The  service  department  of  an 
electric  refrigerator  sales  branch  is  organized  to  handle  com- 
plaints immediately  between  the  hours  of  9  a.  m.  and  11  p.  m. 
Three  trained  service  men  are  given  permanent  territories 
which  they  leave  only  as  an  emergency  exists  in  another 
man's  territory.  The  telephone  girl,  receiving  a  complaint, 
enters  name  and  address  upon  a  card,  and  refers  immediately 
to  the  service  department.  The  nature  of  the  complaint  de- 
termines the  speed  of  service  given.  Unless  a  leak  is  in- 
volved, the  service  man  waits  for  a  second  call  from  the  same 
general  section,  but,  in  any  event,  the  call  is  answered  within 
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two  hours.  One  half  of  all  complaints  concern  blown-out 
fuses,  ascribed  to  thunderstorms,  which  are  frequent  in  the 
region.     There  is  a  variety  of  other  complaints. 

The  service  man  makes  out  a  complete  report  on  each 
call — nature  of  trouble,  actual  cost  of  attending  to  it.  Dur- 
ing twelve  months  after  sale,  the  company  handles  service 
calls  without  charge.  Thereafter,  the  charge  is  ten  cents  a 
mile  for  the  service  car. —  (Willis  Parker  in  Electric  Refrigera- 
tion News. ) 

Disputed  accounts. — The  policy  of  most  stores,  when 
amounts  involved  are  small,  is  to  be  very  liberal  in  recog- 
nizing the  contentions  of  customers  disputing  charges.  The 
reliance  of  the  stores  is  upon  the  fact  (1)  that  the  proportion 
of  honesty  among  customers  is  high,  and  (2)  chronic  of- 
fenders will  be  eliminated  in  group  store  experience.  How- 
ever, individual  circumstances  must  always  govern.  When 
amount  is  considerable,  when  customer  has  offended  before, 
when  customer's  bad  faith  is  certain,  a  firm  attitude  may  be 
the  only  one  to  follow.  Checks  tendered  by  customers  "in 
full  of  account"  are  common  where  there  is  dispute.  In  gen- 
eral, the  store  accepting  such  checks  cancels  the  indebted- 
ness and  releases  all  rights. 

Lay-aways. — A  distinct  phase  of  credit  dealing  is  found  in 
lay-aways.  ]Most  common  in  the  weeks  before  Christmas, 
these  occur  more  or  less  throughout  the  year.  A  customer 
has  not  at  the  moment  money  to  buy  an  article,  or  perhaps 
does  not  wish  delivery  until  a  later  date.  Commonly,  the 
customer  makes  a  deposit  and  the  goods  are  set  aside.  There 
are  prr)blems  which  arise  in  connection  with  lay-aways,  be- 
cause, human  nature  being  what  it  is,  customers  every  now 
and  then  lose  desire  to  buy  or  forget  to  call. 

Hale  Brothers,  San  Francisco,  takes  lay-away  orders  in 
triplicate.  A  i)erf()ratc-(l  long  card  is  used.  riie  top  section 
is  placed  in  an  alphabetical  file,  the  second  into  a  "ships"  by 
days.     The  third   is  the  customer's  memorandum.     "Send" 
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orders  are  on  yellow,  "call"  orders  on  white.  Facts  of  the 
sale,  charge  or  C.O.D.,  salesperson's  number,  date,  delivery 
date,  send  to  address,  charge  to  address,  etc.,  are  put  down. 
Upon  the  customer's  coupon  is  a  special  notice — 

"Merchandise  selected  by  you   (  )  for  which  you 

state   you   will   call    (  )    has   been   withdrawn   from 

stock  and  considered  as  sold,  and  in  accordance  with  your  in- 
structions will  be  delivered  on  ." 

The  alphabetical  file  is  used  in  follow-up.  When  a  cus- 
tomer is  three  days  overdue  the  promised  date  of  call,  the 
store  sends  a  polite  reminder.  In  another  four  or  five  days 
a  second  letter  is  sent.  The  next  measure,  if  required,  is  a 
telephone  call.  Sixty  per  cent  of  "call"  obligations  are  met 
promptly;  30%  require  follow-up.  The  percentage  not  taken 
up  is  about  10%.     {Furniture  Record,  November,  1927.) 

Numerous  reports  that  a  high  percentage  of  lay-aways 
are  never  called  for  indicate  that  special  follow-up  measures 
for  such  business  are  necessary.  One  store  reports  its  prac- 
tice of  sending  to  the  lay-away  customer  an  account  applica- 
tion card.  If  this  is  returned  and  the  credit  bureau  check- 
up is  satisfactory,  an  accovmt  is  opened,  and  the  lay-away 
charged  to  it. 

Another  store  has  a  special  "returned-to-stock"  file.  At 
the  end  of  thirty  days  after  goods  have  been  laid  away,  they 
are  returned  to  stock.  However,  a  record  is  kept  of  the 
transaction,  and,  if  the  customer  comes  in,  full  particulars 
are  available  at  once.  In  most  cases,  it  is  possible  to  carry 
through  the  original  transaction.  The  general  practice  of 
stores  is  to  refund  lay-away  deposits  on  request. 


CHAPTER  XXV 
EDUCATING  A  NATION  IN  RIGHT  CREDIT  HABITS 

AvouxG  Minneapolis  credit  man,  Milton  J.  Solon,  at- 
tending the  1916  convention  of  the  Retail  Credit  Men's 
National  Association,  was  told  by  R.  H.  Poindexter,  a  Nash- 
ville, Tenn.,  credit  manager,  of  full-page  advertisements 
which  had  been  published  in  his  city  to  educate  the  public  to 
meet  its  retail  accounts  with  promptness.  Solon  had  at- 
tended the  National  Convention  to  get  ideas.  Here  was,  he 
felt,  a  big  one. 

He  went  home  to  Minneapolis.  A  few  days  later,  copies 
of  the  Nashville  advertisements  arrived  from  Poindexter. 
Solon  showed  these  sample  advertisements  to  other  credit 
men.  Then  he  talked  with  the  local  newspapers.  There  was 
no  enthusiasm,  some  opposition,  even,  at  first.  The  news- 
])apers  advanced  the  thought  that  Pay  Promptly  advertis- 
ing would  have  an  unfavorable  effect  upon  business! 

Solon  himself  took  the  first  dozen  contracts  to  the  twelve 
largest  stores  in  Minneapolis,  and  got  them  signed.  Then  the 
advertising  manager  of  the  Minneapolis  Journal,  sold  on  the 
project,  put  his  entire  force  of  solicitors  at  work.  Credit 
men  and  newspaper  solicitors  together  raised  about  $10,000 
for  the  first  year's  campaign. 

"It  is  my  recollection."  Solon  relates,  "that  we  spent  in  the 
neighborhood  of  $7,500  to  $8,000  the  first  year.  All  of  this 
went  to  pay  for  newspaper  space,  as  Mr.  Clifford,  advertising 
manager  of  the  Joitnuil,  and  a  small  gn^u])  of  credit  men,  pre- 
pared the  advertising  co])y.  T  will  admit  that  it  was,  perhaps, 
rather  crude,  but  nevertheless  the  campaign  was  on. 
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"We  began  with  fiill-pai^e  ads  which  were  published  about 
twice  a  month.  This  plan  continued  for  two  or  three  years. 
Mr.  Clifford  soon  left  Minneapolis,  and  the  credit  men  were 
compelled  to  handle  all  the  details  of  the  copy. 

"After  three  or  four  years  we  hired  an  advertising  agency 
to  assist  us  with  the  work.  We  found,  however,  that  the 
ideas  of  one  advertising  man  tended  to  run  out,  and  we  were 
obliged  to  change  agencies  frequently. 

"We  spent  about  $8,000  annually  for  the  first  three  years. 
Our  contributions  dropped  some,  and  we  probably  spent  an 
average  of  $6,000  to  $7,000  for  the  next  five  years.  During 
the  past  three  years  we  have  spent  between  $3,600  and  $5,000 
annually. 

"Collection  turnover  has  been  increased  in  Minneapolis 
since  1916  by  about  25%.  In  other  words,  the  retail  mer- 
chants who  are  operating  efficient  credit  departments  actu- 
ally do  collect  about  25%  more  of  their  money  during  the 
month  following  purchase  than  they  formerly  did. 

"This  does  not  mean  that  collections  were  formerly  bad  in 
Minneapolis,  because  I  believe  that  they  were  just  as  good  as 
in  other  parts  of  the  country.  It  does  mean,  however,  that 
the  Minneapolis  public  has  been  educated  until  it  has  the 
distinction  of  paying  bills  more  promptly  than  any  other 
group  of  people  in  the  world." 

The  authors  made  a  survey  among  credit  bureaus  conduct- 
ing educational  advertising  campaigns  in  1928.  A  question 
asked  was,  "What  is  feeling  about  results  to  date?"  Three 
bureaus  were  non-committal;  about  fifty  made  such  replies 
as,  "very  satisfactory,"  "satisfactory."  "wonderful." 

Harrisburg,  Pa.,  raised  collection  turnover  10%  to  13% 
with  educational  advertising.  In  the  first  few  months  of  a 
campaign,  individual  stores  sometimes  better  former  collec- 
tion percentage  40%  to  60%. 

The  majority  of  communities  where  educational  adver- 
tising is  being  used  have  successful  campaigns  for  expendi- 
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tures  under  $1,000  per  year.  There  is  probabl}^  no  city  in  the 
United  States  where  $15,000  to  $20,000  would  not  pay  for  a 
successful  campaign. 

Educational  effort,  carried  out  with  advertising,  is  basic 
in  efficient  credit  control.  The  time  may  come  when  such 
advertising  will  be  a  recognized  major  activity  of  all  local 
credit  bureaus.  Already  there  are  several  hundred  communi- 
ties each  year  in  which  educational  advertising  is  carried  on. 
Advertising  on  a  gigantic  scale  has  made  this  a  nation  of 
automobile  users,  toothbrush  followers,  and  orange,  lemon, 
and  prune  consumers.  Advertising  can  make  the  United 
States  a  nation  where  good  credit  habits  are  a  characteristic 
of  the  population  mass.  The  results  of  Pay  Promptly  ad- 
vertising to  date  prove  this. 

In  fact,  educational  advertising  on  behalf  of  good  credit 
habits  is,  of  all  advertising  opportunities  of  the  decade,  per- 
haps the  very  greatest. 

*T  believe  that  as  a  result  of  the  new  theory  of  year-round 
publicity,  as  fostered  by  the  National  Association,"  Leopold 
L.  Meyer,  former  president  of  the  National  Retail  Credit 
Asso.ciation,  stated,  "  'pay-up'  publicity  will  be  accepted 
throughout  the  country  as  positively  necessary."  Meyer 
directed  the  national  pu1)licity  campaigns  of  1925  and  1926. 

Financing  an  educational  campaign. — Community  educa- 
tional advertising  can  be  readily  financed.  The  authors'  sur- 
vey brought  information  of  five  methods. 

1.  Out  of  general  credit  bureau  funds  an  amount  for  Pay 
Promptly  advertising  is  appropriated. 

2.  A  credit  bureau  committee  solicits  individual  mer- 
chants, contributions  being  on  a  voluntary  basis. 

3.  A  regular  assessment  of  each  bureau  mem1)er  for  ad- 
vertising is  established. 

4.  Sometimes  working  in  co(")pcrati()n  with  bureau  com- 
mittees, sometimes  principally  alone,  local  newspapers  use 
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their  adverlisint^  solicitors   to  develop  a   subscription   fiiiul 
among  merchants. 

5.  Newspapers,  radio  stations,  and  the  like  exchang-e  ad- 
vertising service  for  credit  bureau  service. 

Individual  contributions  at  Minneapolis  range  from  $3  to 
$30,  with  an  average  of  $10.  The  Pueblo,  Colo.,  average  con- 
tribution is  $1.65  per  month  ;  El  Dorado,  Ark.,  $2  per  month  ; 
Kankakee,  111.,  $5  to  $10  per  year;  Windsor,  Ont.,  $25  per 
year;  Worcester,  Mass.,  $20  per  year;  Plainfield,  N.  J.,  $50 
per  year;  Okmulgee,  Okla.,  $5  per  year. 

Here  are  statements  of  approximate  total  expenditures, 
for  1928,  of  representative  communities — 

Fargo,  N.  D.,  $1,200-$  1,500;  Pueblo,  Colo.,  $1,800;  Minne- 
apolis, Minn.,  $4,000;  Plainfield,  N.  J.,  $500-$l,000;  Auburn. 
X.  Y.,  $200;  Worcester,  Mass.,  $2,000;  Windsor,  Ont., 
$2,500;  Downers  Grove,  111.,  $300;  Kankakee,  III,  $375; 
Houston,  Texas,  $5,000. 

Media. — Educational  credit  advertising  uses,  principally, 
newspaper  advertisements,  letter  inserts,  newspaper  pub- 
licity, radio  publicity,  outdoor  advertising.  No  basic  reason 
exists  why  the  message  cannot  be  carried  to  consumers  in 
numerous  other  ways,  including  films,  blotters,  calendars, 
stickers. 

National  Association  committee. — Each  year  a  committee 
of  the  National  Retail  Credit  Association  supervises  prepara- 
tion and  distribution  to  local  credit  associations  of  full  edu- 
cational advertising.  The  charge  to  the  local  association  is 
very  low.  This  committee  also  energetically  encourages 
local  campaigns.  In  one  recent  year,  for  example,  over 
two  hundred  cities  actually  ran  educational  advertisements 
recommended  by  the  committee.  There  were  distributed 
2,647,000  leaflets,  185,500  blotters,  12,650  window  stickers, 
and  18,950  store  hangers. 

The  advertising  appeals. — Credit  educational  advertising 
is  created  to  accomplish  a  variety  of  specific  purposes : 
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You  Can  Pay 

When  Due^ 

I£  You  Keep  a  Budg,et 


There  U  no  secret  about  how  to  pay  bills 
promptly  and  keep  your  credit  and  self- 
respect.  Make  someone  in  yoor  house  the 
one  to  pay  bills — man  or  wife.  Figure 
possible  expenses  the  first  of  each  month 
for  the  next  30  days  against  what  the  fam- 
ily income  will  be.  The  person  who  pays 
the  bills  should  see  that  the  expenses  are 
kept  within  that  limit.  Then  when  th« 
bills  come  in  they  can  be  paid  cheerfully 
and  promptly.  That's  the  only  way  to 
peace  of  mind,  safety  and  success. 

PAY  YOUR  BILLS  PROMPTLY 


PLAC£  ASSOOATIOM  NAK£  BZttX 


Fig.  42.  Ax  Educational  Advertisement 
Supplied  Credit  Organizations  kok  Local 
Use  by  the  National  Retail  Credit  Asso- 
ciation. The  Name  of  the  Using  Associa- 
tion .Appeared  at  Foot. 


1.  Show  the  vakie  of  a  reputation  for  prompt  pay. 

2.  Show  tlie  disadvantages  of  a  re|)utation  for  poor  paying" 
habits. 

3.  Encourage   families  to  ])udget  income  and  establish  a 
routine  for  regular  prompt  i)ayment  of  bills. 

4.  Explain    intimately    the    credit    bureau    system    of    ex- 
cliange  of  credit  information. 

5.  Show   how   dilatory    payment    is    unfair    to   other   con- 
sumers who  bear  a  i)ro|)ortionate  share  of  the  cost. 

6.  Remind  consumers,  on  the  *hh  and  lOth,  of  obligations 
due. 
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7.  Show  how  credit  standing  contributes  to  promotion  in 
employment. 

8.  Publish  facts  which  may  correct  specific  bad  credit 
habits,  including-  short  checks,  promiscuous  return  of  mer- 
chandise, and  the  like. 


Your 
I   Charge  Account 


WITH 

WELSH  &  LEVY 


of 

Rtiall  Mercbaatt'  Credit 

Aasoclallon 

and 

Retail  Credit  Meo't 

National  Association 


Fig.  44.  Pagk  1  of  ax  Edica- 
TioNAL  Six-Page  Foldek  Given 
All  New  Charge  Customers  of 
A  Baton  Rouge,  La.,  Clothing 
Store. 


9.  Reach  with  appeals  susceptible  and  important  special 
groups,  as  wives — in  so  many  cases  the  financial  head  of  the 
family;  young  men  just  starting  out  in  life. 

Illustrations  are  effective  in  Prompt  Pay  advertising,  be- 
cause   they   attract   attention.      Through    clever   quotations 
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from  writings  of  great  men  and  resort  to  incidents  of  his- 
tory, movement,  color,  action,  are  put  into  the  copy.  For 
instance,  a  man's  credit  standing  has  been  called  his  "credit 
temperature."  Illustrating  this  a  clinical  thermometer  was 
used,  bearing  upon  it,  instead  of  degrees  of  heat,  the  ratings, 
"Prompt  pay,"  "Medium  pay,"  "Slow  pay,"  "Never  pay." 

Educational  advertisements  should  be,  in  principles  and 
facts  presented,  exact,  but  they  should  not  be  "deep."  They 
should  be  brief,  no  matter  what  the  space  occupied;  only  an 
exceptional  advertisement  should  go  beyond  two  hundred 
fifty  words. 

Experience  to  date  O.K's  generous  use  of  the  larger  space 
sizes.  The  units  in  the  "Ad  Folio"  of  the  National  Retail 
Credit  Association  for  1928  were  2  cols,  by  6  in.,  2  cols,  by  8 
in.,  3  cols,  by  10  in.,  5  cols,  by  16  in.,  and  7  cols,  by  20  in. 


Rules  Of  Our  Credit  Department 

for  your 
INFORMATION  AND    GUIDANCE 

A  charge  account  where  extended  is  al- 
ways a  privilege,  but  on  our  ledger  it  is  a 
compliment  as  well.  Our  merchandise  being 
priced  for  cash,  accounts  are  opened  only 
on  the  best  of  credit  records;  they  are  con- 
tinued only  when  properly  handled. 

Your  patronage  is  sincerely  appreciated, 
and  we  looR  forward  to  pleasant  relations 
with  you  throughout  the  future.  That  you 
may  thru  understanding  our  credit  policy 
give  us  your  co-operation,  this  little  pamph- 
let is  prepared. 

The  general  rules  of  our  Credit  Depart- 
ment are: 

1.  Statements  are  rendered  on  the 
first  of  each  month.  They  are  due  at 
that  lime  and  should  be  settled  in  any 
event  within  the  month  following  pur- 
chase. The  only  exception  is  where  a 
definite  arrangement  for  settlement  on 
some  special  basis  has  been  mac'e. 

2.  Usually  each  account  is  opened 
with  a  definite  limit.  This  docs  not 
mean  that  the  account  is  not  "good" 
for  a  larger  amount;  but  that  charge 
tickets  will  he  automatically  approved 
only  so  long  as  the  total  owing  docs  not 
exceed  this  arranged  amount.    If  you 


desire  your  limit  changed  at  any  time, 
our  Credit  Manager  will  gladly  discuss 
this  with  you. 

3.  An  overdue  balance  automati- 
cally closes  an  account  until  settled. 
Further  charge  purchases  should  not 
therefore  be  made  unless  a  special  ar- 
rangement has  been  made  with  the 
credit  man. 

Helpful  The  aim  of  our  Credit  De- 

Suggestions,  partment  is  to  promote 
with  every  charge  custo- 
mer that  friendship  and  good-will  which 
have  permitted  our  rapid  growth. 

The  Credit  Manager  is  your  friend,  and 
he  wants  you  to  realize  it.  He  is  at  your 
service  and  will  gladly  give  you  any  assis- 
tance. Drop  in  to  see  him  at  any  time  re- 
garding your  account  here,  accounts  else- 
where, budget,  living  expenses  or  any  other 
problem.  His  experience  qualifies  him  to 
offer  suggestions  which  are  often  quite 
helpful. 

To  maintain  the  best  of  records  on  your 
account,  these  suggestions  are  offered: 

1.  Settle  all  purchases  promptly. 

2.  If  your  account  is  due  and  you 
are  simply  unable  to  settle,  tell  us  about 
it  so  we  will  understand  the  delay. 
Thru  your  advising  when  you  can  settle, 
your  account  is  arranged  accordingly. 
This  is  helpful  Ixitli  to  us  and  to  you. 
and  your  credit  record  is  fuUy  protected. 
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3.  Some  do  not  like  to  receive  re- 
minders, extra  statements  or  letters 
regarding  accounts.  "  They  overlook 
this:  Such  things  never  occur  except  on 
a  bill  uhich  is  overdue. 

4.  ■  It  matters  not  how  good  your 
reasons  for  not  settling  may  be,— just 
remember  that  the  credit  .man  does  not 
know  this  unless  you  tell  him. 

5.  The  credit  man  most  likely  knows 
already  that  an  account  is  perfectly 
"safe,"  but  if  it  is  due  he  is  re^ponsible 
for  its  prompt  collection.  He  has  hun- 
dreds of  accounts  to  keep  up  with,  while 
the  customer  has  only  a  few.  Doesn't 
it  show  the  right  spirit  for  you  to  see 
him,  phone  him,  or  write  him  what 
your  plans  may  be? 

Why  Thirty  Several  customers  have 
Days?  asked,  "WTiy  must  I  settle 

within  30  days?"  "If  my 
account  is  good  and  you  know  it  is  safe,  why 
must  I  pay  so  soon?" 

The  old  system  of  permitting  payment 
when  convenient  was  discarded  for  the  30- 
day  policy,  and  we  can  readily  show  you 
why  this  short-term  method  is  now  definite- 
ly adopted. 

Longer  terms  are  not  fair  to  the  cash  cus- 
tomer. 

Any  merchant  must  first  adopt  his  credit 
policy,  and  then  mark  his  goods  accordingly. 
Naturally,  for  long-term  credits  he  must 


include  interest,  extra  bookkeeping,  losses 
and  other  expenses. 

Our  merchandise  is  priced  for  cash,  and  30 
days  are  granted  simply  as  a  convenience. 
One  check  is  written  at  the  end  of  the  month 
instead  of  settling  for  each  individual  pur- 
chase. 

By  confining  our  charge  accounts  to  the 
best  of  risks,  and  to  those  who  do  not  abuse 
the  privilege,  much  loss  and  expense  is 
avoided. 

Thru  prompt  collection  for  sales  made, 
we  are  placed  in  a  position  to  buy  mer- 
chandise to  best  advantage.  This  effects 
considerable  savings,  and  insure  for  you  a 
stock  which  is  always  up-to-date. 

The  savings  are  passed  on  to  you,  thru 
better  merchandise,  better  service,  better 
values. 


We  thank  you  for  your  patronage,  and 
assure  you  that  your  co-operation  will  be 
sincerely  appreciated  by 


The  Credit  Man, 

WELSH  S  L£yv'CLOTHINO  CO. 


Tbc  Franklin  Printing 
BatOD  Rouge.  La. 


4, 


Fig.  45.    Welsh  &  Levy  Expl.mxs  Credit  Policies  axd  Inspire  High 
Payment  Performance,  on  Pages  2,  3,  4,  and  5  of  Folder. 


Radio  publicity. — Regularly  each  month  on  the  1st  and 
10th  a  broadcasting  station  at  Devil's  Lake,  N.  D.,  appeals 
for  prompt  payment  of  charge  accounts.  R.  S.  Martin,  man- 
aging director,  Retailers'  Credit  Association  of  San  Fran- 
cisco, talked  over  KFRC  on  Retail  Credit. 

Inserts. — In  one  use,  inserts  are  placed  by  the  store  in  the 
monthly  envelopes  containing  statements.  Thus  there  is  no 
postage  cost;  the  people  reached  are  those  extended  the 
credit  privilege.  The  rates  charged  for  inserts  by  the  Kansas 
City  bureau  are  $1.50  per  hundred  for  large,  75  cents  per 
hundred  for  small.  M.  G.  Riley,  the  bureau  manager,  re- 
ports   very   good    results.      An    estimated    15,000    different 
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charge  customers  of  Kansas  City  receive  one  or  more  inserts 
each  month. 

Associated  Retail  Credit  Men  of  Washington,  D.  C,  has 
used  educational  leaflets  concerned  with  both  general  and 
specific  problems.  One  of  these,  for  example,  dealt  with  the 
practice  of  permitting  others  to  purchase  on  a  charge 
account. 

Educational  folders  for  new  charge  customers. — A  funda- 
mental type  of  insert  is  the  folder  or  leaflet  sent  each  credit 
customer  when  the  account  is  opened.  One  such  folder  used 
by  Welsh  &  Levy,  Baton  Rouge,  La.,  is  reproduced.  This 
folder  explains  general  rules  of  the  credit  department,  makes 
helpful  suggestions  for  the  customer,  suggests  credit  habits 
which  the  customer  should  set  for  himself,  and  offers  argu- 
ments to  "sell"  the  customer  on  the  principle  of  prompt 
payment. 

News  column  publicity. — Cnder  the  series  title,  "Every- 
man's Credit."  the  Evening  Star,  Washington,  D.  C,  pub- 
lished five  editorial  articles  by  Lewis  Grigsby,  assistant  sec- 
retary. Associated  Retail  Credit  J\Ien  of  Washington.  These 
were  four  hundred  to  six  hundred  words  in  length.  The  first 
was,  "What  Is  Credit?"  In  the  second,  the  writer  covered. 
"Applying  for  the  Account."  The  third  dealt  with  payment 
policies.  The  fourth  took  up  credit  dangers,  under  the  head- 
ing, "Too  Much  Credit."  The  relation  of  credit,  intelli- 
gently controlled  by  the  customer,  to  happiness  and  success 
was  the  subject  of  the  concluding  article. 

Membership  signs  and  cards. — It  is  desirable  that  cus- 
tomers know  a  store  belongs  to  the  credit  bureau.  A  mem- 
bership hanger  at  Omaha,  Neb.,  explains  details  of  agree- 
ment among  credit  grantors  for  exchange  of  information. 

Stores  must  back  up  Pay  Promptly  advertising. — "While  a 
first  campaign  properly  conducted  will  bring  about  phe- 
nonic-nal  increases  in  collections,"  C  A.  Lawo,  of  Memphis, 
a  former  president  of  the  Retail  Credit  Men's  National  As- 
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sociation,  for  years  a  foremost  worker  in  Pay  Promptly 
advertising,  declared  to  the  authors,  "it  is  u))  to  the  mer- 
chants themselves,  to  a  great  extent,  to  keep  up  the  increased 
percentage.  It  does  not  take  a  charge  customer  long  to 
know  whether  he  can  skip  paying  a  month  or  two  without 
being  reminded  of  it.  When  your  customers  find  that  you 
say  nothing  when  they  are  behind  in  their  payments,  many 
of  them  will  not  be  particular  to  pay  according  to  terms." 


EVERYMAN'S  CREDIT 


By  Lewis  Sinclair  Grigsby 

Assistant   Secretary   Associated    Ret:iil 
Credit   Men   of   "Washington. 


No.  4 — Too  Much  Credit 

Quite  often  we  find  the  individual 
who  is  overburdened  with  too  much 
credit.  The  man  or  woman  who  lets 
old  man  "Debt"  ride  mercilessly  on 
tired,  aching  shoulders.  Who  never 
gains  a  moment's  surcease  from  worry 
and  embarrassment.  The  man  or 
woman  who  carelessly  overbought 
just  because  the  merchandise  was  at- 
tractive and  the  price  was  right.  It 
is  so  easy  to  become  accursed  to 
one's  self  in  a  credit  way.  How 
many  persons  have  not  said  at  one 
time  or  another.  "What  a  relief  it 
would  be  if  I  were  only  out  of  debt." 
And  yet  the  burden  of  proof  is  upon 
you.  You  are  taking  the  genii  of  the 
lamp  and  making  a  slave  driver  of 
him  by  forcing  needless  burdens  upon 
yourself. 

The  effect  of  too  much  credit  is 
tremendous.  A  well  recognized  fac- 
tor of  credit  is  "Capital"  and  if  yon 
have  overbought  beyond  your  liquid 
capital,  you  are,  indeed,  in  a  sad  pre- 
if  you  have  sought  any 
uch  credit  bey 

Fig.  43.  The  Evening  Star, 
Washington,  D.  C,  Published  a 
Skries  of  Brief  Articles  on  Retail 
Credit. 
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To  get  the  full  results  of  educational  advertising,  in  other 
words,  it  is  necessary  for  the  merchant  to  grade  up  his  credit 
policies. 

There  is  another  aspect.  The  current  publication  of  Pay 
Promptly  advertising  permits  the  individual  credit  grantor 
to  be  much  more  strict  in  his  attitude  toward  delinquencv 
than  would  otherwise  be  the  case. 


WE  ARE  MEMBERS  OF  THE 


Associated  Retail  Credit  Men 

AND 

Credit  Bureau  of  St.  Louis 


(Prompt  Pay  Makes  and  Keeps  Your  Credit  Good) 


AFFILIATED  WITH  THE 

ASSOCIATED  RETAILERS 
OF  ST.  LOUIS 


Fig.  46.     Hanger,  7  bv   11   Inches,  of   St.   Louis   Stores. 

Consumers,  and  the  ethics  of  credit  advertising. — The  Chi- 
cago Better  Business  Bureau,  making  a  survey  in  the  furni- 
ture trade,  conferred  with  leading  Chicago  advertisers,  and 
a  code  of  ethics  was  adopted.  It  contains  these  conditions 
covering  terms  and  carrying  charges : 

"(a)  Merchandise  offered  in  advertising  through  the  in- 
ducement of  favorable  terms  should  be  for  sale  at  the  price 
and  terms  stated.  When  terms  arc  made  a  special  feature 
of  the  advertisement,  they  should  be  definite  and  (jualified. 
Such  phrases  as.  'Make  'N'our  Own  Terms,'  are  seldom  ac- 
curate, and  should  be  eliminated. 
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"(b)  The  phrase,  'NO  MONEY  DOWN,'  should  be  liter- 
ally true.  It  should  not  be  used  when  customers  buying  the 
advertised  merchandise  are  asked,  'What  amount  can  you 
pay  down  ?' 

"(c)  The  prices  quoted  in  furniture  advertising  for  furni- 
ture which  may  be  paid  for  over  a  period  of  time  should  be 
the  total  cost  to  the  customer,  provided  the  advertisement 
does  not  plainly  state  that  a  carrying  charge  will  be  added 
to  the  price  quoted. 

"(d)  Such  phrases  as,  'No  Charge  for  Credit,'  'No  Carry- 
ing Charge,'  'Credit  Costs  Nothing  Here,'  etc.,  should  not  be 
used  in  advertising  when  discounts  are  given  for  cash. 

Practices  and  methods  denoted  by  the  inelegant,  but  yet 
expressive,  words  "hokum"  and  "bunk"  are  of  marginal  im- 
portance in  the  field  of  credit  as  a  whole ;  but  they  have  flour- 
ished, amazingly,  in  limited  areas.  Of  one  million  adults 
reading  the  "Pay  Nothing  Down,"  "Only  a  Nickel  Down," 
type  of  advertising,  how  many  realize  that  these  terms  are, 
in  respect  to  performance,  almost  wholly  mythical?  A  hand- 
ful only.  "Terms"  advertising  has  been  responsible  undoubt- 
edly for  much  of  the  extensive  opposition  to  instalment 
selling. 

The  individual  credit  grantor,  and  organized  credit  inter- 
ests, should  work  for  the  suppression  of  trick  credit  slogans. 
We  have  had  enough  of.  "Just  Bring  an  Honest  Face." 
"Your  License  Number  is  All  the  Reference  You  Need," 
"Just  Say,  Charge  It!" 

There  should  be  riddance  of  deceptive  advertising  of  carry- 
ing charges.  Trick  credit  advertising  is  unfair  to  the  public, 
can  be  abandoned  for  successful  ethical  methods,  and  is 
grossly  destructive  of  that  regard  for  the  dignity  and  true 
worth  of  credit  which  should  be  established  in  consumers 
The  time  has  come  to  rid  retail  credit  of  the  leech  of  hocus- 
pocus  in  advertising. 

Community  credit  policies. — In  a  sampling  survey  made 
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by  the  authors  among  credit  bureau  managers  in  representa- 
tive states,  more  than  80%  reported  competition  in  terms  to 
be  a  problem  in  their  communities. 

Credit  bureaus  and  local  credit  leaders  are  constructively 
working  to  bring  about  gradually  the  elimination  of  terms 
competition  and  the  establishment  of  sound  community 
credit  policies.  The  contract  existing  between  the  member 
and  the  bureau  for  service  is  efficient  for  implementing  an 
agreement.  As  part  of  the  bureau-member  relation,  the 
member  agrees  to  abide  by  certain  rules  and  regulations. 
Failing  to  do  this,  he  is  subject  to  suspension.  These  are  co- 
operative measures : 

Standard  terms  are  thirty  days ;  all  applications  for  credit 
must  be  reported  to  bureau ;  approval  privilege  cannot  be 
extended  on  ready-to-wear  clothing;  direct  inquiry  must  be 
referred  to  bureau ;  merchandise  upon  which  instalment 
terms  may  be  advertised  is  defined;  all  accounts  sixty  days 
overdue  shall  be  considered  delinquent;  a  uniform  applica- 
tion blank  shall  be  used ;  charges  only  of  the  last  day  of  the 
month,  or  last  two  days,  may  be  carried  over  to  another 
month's  statements;  short  checks,  skips,  and  derogatory  in- 
formation of  all  sorts  shall  be  reported  as  it  develops. 

Under  the  group  plan  of  the  Denver  bureau,  there  is,  from 
time  to  time,  inauguration  of  cooperative  policies  made  es- 
sential by  current  trade  conditions. 

The  individual  attitude. — The  individual  should  support 
community  credit  i)olicy  movements.  He  should  constantly 
strive  to  trade  up  in  his  use  of  credit.  The  major  coopera- 
tive task  now  facing  retail  credit  grantors  is  improvement, 
on  a  nationwide  scale,  of  community  credit  j^olicies. 

Code  of  ethics  of  retail  credit. — .\n  epochal  event  in  the 
historv  of  retail  credit  occurred  when  the  \^^27  Convention 
of  the  National  Retail  Credit  Association  adopted  a  code  of 
ethics.  The  code,  an  instrument  clear  and  direct  in  its  re- 
(juircmcnts,  was  developed  under  the  supervision  of  Frank 
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Batty,  president  of  the  Associated  Retail  Credit  Men  of  San 
I^>ancisco.  The  drafting-  of  the  final  instrnment  was  acconi- 
pHshed  with  the  expert  assistance  of  hLdgar  L.  Ileerniance. 
anthor  of  The  lithics  of  Business.  The  Code  is  given  entire  in 
an  appendix. 


APPENDIX 

CODE  OF  ETHICS 
NATIONAL  RETAIL  CREDIT  ASSOCIATION 

Our  Duty  to  the  Store 

1.  To  promote  business  by  expediting  every  credit  sale  that  is 
consistent  with  sound  credit  principles. 

2.  To  conserve  capital  by  declining  to  sanction  unsafe  credit 
risks.  Credit  cannot  be  safely  granted  on  sentimental  grounds,  or  as 
a  personal  or  business  favor. 

3.  To  carry  on  credit  work  in  such  a  way  as  to  promote  the  good- 
will of  the  store's  customers. 

4.  To  insist  that  the  credit  manager,  as  responsible  for  the  fore- 
going results,  shall  not  be  overruled  in  his  decisions  by  other  store 
executives. 

5.  To  so  conduct  the  work  of  our  department  that  we  are  in  a 
position  to  give  our  reasons  for  every  risk  sponsored  and  every  ap- 
plication refused. 

Our  Duty  to  the  Debtor 

1.  To  make  clear  the  nature  of  the  obligation  which  he  assumes 
when  an  account  is  opened. 

2.  To  protect  him  against  assuming  obligations  beyond  his  prob- 
able ability  to  pay.  The  greatest  obligation  of  the  credit  man  is  to  tell 
the  applicant  when  he  has  had  enough. 

3.  To  safeguard  future  credit  by  requiring  payments  as  agreed. 

4.  To  hold  as  confidential,  and  a  matter  of  professional  honor,  the 
information  received  as  to  the  ])rivate  or  business  life  of  an  appli- 
cant for  credit.  This  rule  shall  not  l)e  understood  to  forbid  the  re- 
porting to  the  local  credit  bureau  of  such  facts  as  afifect  his  credit 
standing. 

5.  To  recognize  that  accident,  prolonged  sickness,  bereavement  or 
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other  unavoidable  circumstances  justify  exceptional  treatment,  and 
afford  an  opportunity  for  cementing  the  friendship  of  the  customer 
with  the  house. 

6.  To  adjust  bills  cheerfully,  rather  than  grudgingly,  and  empha- 
size the  confidence  of  the  store  in  the  customer's  word.  The  credit 
department  should  be  recognized  as  the  customer's  friend  in  all  con- 
troversies with  the  store. 

7.  To  be  tactful  in  all  dealings  with  a  customer,  particularly  in 
handling  collections  and  in  refusing  requests  for  credit. 

8.  To  protect  the  customer,  in  repossession  proceedings  under  a 
conditional  contract,  by  restoring  to  him  any  equity  that  may  remain. 

Our  Duty  to  the  Public 

1.  To  encourage  the  broadest  use  of  credit  that  is  consistent 
with  the  safety  of  the  business  and  the  welfare  of  the  public. 

2.  To  educate  the  public  in  the  nature  of  credit,  as  a  relation  of 
mutual  trust,  and  in  the  value  of  establishing  credit  standing  with 
reputable  stores. 

3.  To  enforce  collections  equally  and  consistently.  This  does  not 
necessarily  involve  uniform  credit  terms  for  all  credit  granting 
stores. 

4.  To  discontinue  the  competitive  advertising  of  credit  terms,  as 
tending  to  cheapen  the  public's  conception  of  credit. 

5.  To  avoid  all  "trick"  credit  terms. 

Our  Duty  to  the  Profession 

1.  To  clear  information  promptly,  com])letely  and  accurately 
llimugh  the  local  credit  bureau. 

2.  To  distinguish  between  information  and  ()i)inion  regarding  the 
desirability  of  a  credit  risk  ;  mere  opinion  should  be  so  stated,  with 
the  reasons  u|x»n  which  the  opinion  is  based. 

.3.  To  avoid  direct  inquiry  between  one  credit  executive  and  an- 
otlicr,  a  ])ractic('  which  brings  imdesirable  con.sequences  in  retail 
credit  work. 

4.  To  report  credit  information  only  to  those  entitled  to  receive 
it,  and  to  treat  as  inviolate  the  information  .so  received. 

5.  To  avoid  public  criticism  of  ancnhcr  cre<lit  e.xecutive  or  an- 
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other  store.     Lapses  in  professional  ethics  should  he  rei)ortecl  to  the 
officers  of  the  local  association. 

6.  To  encourage  friendship  hetween  retail  credit  men.  as  tend- 
ing to  an  exchange  of  ideas  and  methods,  which  must  necessarily 
result  in  henefit  to  all,  with  no  possihle  harm  to  the  stores  hy  which 
they  are  employed. 

7.  To  train  employees  of  the  credit  department  in  the  principles 
of  accuracy,  honor  and  public  service  required  by  the  profession  of 
retail  credit. 

5.  To  follow,  as  far  as  possible,  the  following: 

Recognized  Credit  Customs 

1.  Retail  credit  is  defined  as  the  right  to  purchase  goods  or 
services  in  exchange  for  the  obligation  to  pay  therefor  at  a  definite 
time.  The  obligation  may  be  an  implied  promise  or  a  written  con- 
tract. 

2.  In  the  absence  of  any  other  expressed  terms,  30-day  terms  apply 
and  are  to  he  enforced.  Thirty-day  terms  mean  payment  by  the  10th 
or  15th  of  the  month  for  all  purchases  of  the  preceding  month. 

3.  The  extension  of  terms  to  60  or  90  days  for  special  purchases 
is  recognized  as  acceptable  practice,  when  such  arrangements  are  made 
with  the  credit  manager  at  the  time  of  purchase.  An  additional 
charge  is  justifiable,  figured  at  6%  on  the  extension  of  time  which 
has  been  added  to  the  customary  credit  terms. 

4.  Instalment  selling,  or  the  extension  of  terms  past  60  or  90 
days,  is  to  be  on  a  prescribed  basis  uniformly  applied  and  clearly  set 
out  to  the  public  in  advance.  Such  extension  of  credit  should  be 
paid  for  by  the  customer  at  cost,  which  means  a  return  of  6%  on 
the  outstanding  balances,  plus  the  added  cost  of  bookkeeping,  billing, 
and  mailing,  plus  the  risk  due  to  losses  and  delayed  payments,  as 
averaged  for  that  type  of  business. 

-w      5.  In  instalment  selling,  the  down-payment  and  terms  are  to  be 
so  arranged  that  instalments  do  not  run  beyond  the  life  of  the  article. 

6.  Under  any  terms  of  sale,  where  payments  are  not  made  as 
agreed,  an  additional  charge  is  justifiable,  figured  at  6%  on  the  out- 
standing balance. 

7.  In  other  than  regular  charge  transactions,  it  is  recognized  as 
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necessary  and  desirable  to  use  some  form  of  conditional  contract, 
whereby  title  to  the  article  is  retained  by  the  store.  The  power  of 
repossession  (Replevin)  is  strictly  a  credit  function,  to  be  used  as  a 
last  resort  in  extreme  cases,  and  never  to  the  profit  of  the  house. 

Adopted  August  11,  1927. 
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Cash  discounts,  52,  54,  280,  282 
Cashier's  salesmanship,  289 
Census  of  Distribution,  9 
Chaindex,    122 
Chain  Store  Age,  10.  137 
Chair  stores.  9-11,   136-137,  235,  309- 
312,  316,  317 

and  credit  service,  9-11 

bad  debt  losses,  44 

jewelry  control  routine,  309-312 
Changing  credit  status,  144-154 
Charge  account  arguments,  249-250 
Charge  accounts,  number  of,  8 
Charge-sends,   7?,,   88,    134,    135,    142, 

143,  320,   342-343 
Charge-takes,    7i,    89,    133,    134-135, 
136,   138.   139,   142,  257,  315,  320 
Charge  tickets,  draw-back  system,  143 

handling  of,  123 
Chattel  mortgages,  271,  272,  274 

registrations,  147-148 
Chatterton,  Inc.,  Geo.  W.,  82 
Checking  of   letter  results,   188-189 

solicitation  results,  254-255 
Checks,  325,  327 

bad  check  laws,  320 

frauds  involving,  314-316 

identification,  318 

"in  full  of  account,"  342 

losses,  316 

news,  148-149 

Pontiac  relay  system,  318 

principle  of  averages,  316-317 

short  checks,  318-320 

twelve  rules  for,  317 
Checks,    payment,    system     for    han- 
dling, 131-132 
Chicago  Better  Business  Bureau,  354- 

355 
Chief  clerk,  credit  bureau,  61 
Choate  &  Co.,  H..  250 
Christman  Dry  Goods  Co..  164 
Christmas  credit  plan,  252 
City   directory,   checking  against,   324 
City  of  Paris,  134 

Claims,  against  distant  debtors,  237- 
238 

bankruptcy,  240 

forwarding  form,  236-237 


minimum  for  personal  call,  214 
size  of,  235-236 
unjust,  325-326 
Clarksburg.  VV.  Va.,  31 
Cleaning  and  dyeing  trade,  75 
Cleveland   Better  Business   Bureau, 

334 
Cleveland    Retail    Credit    Men's    Co., 

195-197,  234 
Clifford,  344-345 
Closed-account  customer,  72-73 
Clothing,   carrying  charge,  277 
down-payments,  279 
instalment  sales  of,  7 
payment  period,  279 
Clothing  store,  credit  office  personnel, 

74,  i?>7-Z2>9, 
Clothing  stores,  6,  7,    17,  2,2,  34,  2>7, 
39,  40.  43,  44,  45,  55.  74,  76,  79, 
164,  174,   175.   176.  203,  205,  206, 
216,   244,   253,   259,   266-267,   275, 
279,  283,  284,  286,  288,  290,  292, 
298-299,  ZZ7,  338 
C.  O.  D.  exchange,  332 
C.  O.  D.  sales,  142,  143 
Code,  telegraph,  95 
Coins,  identification,  138 
Collecting  by  mail,  169-170 
Collection  agencies,   170,  231 

credit   bureau    service,   232-235 
Collection  appeals,  169 
Collection  control,  visible  scale,  130 
Collection  department,  letter  use,  178, 

183,  298 
Collection    effort,    bureau    analysis, 
2?>2-22,Z 
record    of,    130-131,    164,    165,    166- 
167,  199 
Collection   letters,    131,    158,   160,    161, 
163.    164,    165,    166-167,    169-170, 
177-201,  203,  213,  230,  233,  292- 
300,  303-304 
form,   189-201 
interrupting  series,  186 
interval  between,  179-180 
length  of,  188 

nineteen  letters  outlined,  181-184 
number  in  series,   179 
shall  form  be  used,  180-181 
stationery,   178 
stunt,   186 

use  of  appeals,  184-185 
who  shall  write,  178-179 
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Collection  message,  172-188 
Collection  methods,  four  kinds,  169 
Collection  percentage,  23,  31-39,    168, 
179 

and  educational  publicity,  345-346 

bookkeeping  charge  plan,  56 

chain   jewelry  experience,  311 

chattel  mortgage  registrations,   153, 
154 

department  stores,  33,  36 

Federal  Reserve  Bank,  36 

high  and  low  months,  31 

influencing  factors,  31-32 

instalment,  38-39 

jewelry  stores,  34 

Kansas  clothing  stores,  37 

men's  clothing  stores,  34 

Nebraska,  37 

New  York  City,  37 

overlimit  bonus,  140 

representative  city,  32-34 

retail  lumber  dealers,  35 

shoe  stores,  34 

specialty  stores,  33 
Collecting  by  telephone,  161,  162,  166, 

179,  186,  202-211,  234,  297 
Collection  policies,  how  strict,  20- 

23 
Collection  quota,  25 
Collection  results,  influence  of  effort, 

169-170 
Collection  Routine,  The,  155-171 
Collection     supervision     systems,     de- 
tailed monthly  analysis,  162-163 

four  stages  to  X.  .M.  C,  164-165 

grocery  and  market,   162 

instalment,  293-300 

K.  W.  Story  routine,  164 

laundry's  routine,   161-162 

Livingston    Bros,    routine,     160-161 

quarterly   delinquent   list,   164 

reviews    statements   before   mailing, 
160 

skeleton  ledger  history,  163 

to  attorney  in  120  days,  165-166 

triplicate  statements,   160 
Collection  system  elements,   158 
Collection    tests    and    comparisons, 

170-171 
Collection  treatment,  292 

extent  of,  157-158 

summary,    167 
Collectors,    74,    75-76,     128-129,     132, 


161,  166,   179,   186,   189,  203,  207, 
233,  297-298 

high   grade,   215-216 

low  grade,  214 

three  questions  for,  220 
Collector's  card,   128-129 
Columbus,    Ohio,    Retail    ^lerchants* 

Credit  Bureau,  8,  322-323 
Columbus,    Ohio,    Retail    ^^lerchants' 

Association,  224 
Comer,  H.  D.,  43,  274.  329-331 
Commercial  Law  League.  235 
Commissions,  collectors'.  216 

Commercial  Law  League,  235 

credit    bureau    collections,    232-233, 
235 

pooling  plan,  224 

skip  accounts.  221 

"trick"  contracts,  238-239 

what  chain  pays,  235 
Committee,    advertising,   347 
Committee    on    Credit    Department 

Methods,  74 
Common  sense,  217-218 
Community  credit  policies.  355-356 
Community  return  policies.  333-334 
Competition,  and  credit  volume,  14 

in  terms,  47-48,  355-356 
Complaints,  335-342 

form,    339-340 
Composition  settlement,  240 
Conditional  Sales  Act,  308 
Conditional  sales  contract,  271-274 
Confectionery  store,  205 
"Confession  of  judgment,"  272 
Connolly,  John  M.,  8 
Constant-dripping  principle.  219-220 
Consumer  banking  facilities.  4-5.  18 
Consumer,   group   study,  2-5 
Contents,  ix-x 
Contest,  collection.  309 
Control    forms   of    hardware    dealers, 

25-28 
Control  of  Retail  Credit.  The.  7 
Controllers'   Congress,    139 
Control   policies.   13-30 
Control  standards,  instalment.  309-313 
Control  standards,  tests  and  measures, 

resume  of,  23-25 
Cooperative   attitude    in   collections, 

222-223 
Correspondence   school,  224 
County  records,  147-148 
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Court  costs,  229 

Court  news,  147 

Cramer,  Franz  A..  340 

Credit,  advantages  to  consumer,  2 

and  risk,   1 

basic  degree  of   liberality,   14-15 

changing  times  and,  vii-viii 

dual  objectives,  13 

economic  basis  of,  1-6 

essential  in  retailing,   5-6 

increasing.  9 

in  modern  retailing,  1-12 

reduces  distribution  costs,  6 

skill  improves,  11 

understanding    concerning    amount 
87-88 

volume  by  trades,  6-8 

volume  of  individual  stores,  13-14 
Credit  bureaus,  59-68 
and  community  policies.  355-356 
and  derogatory  information,  144-154 
and   fraudulent  purchases,   321 
and  gas  and  light  companies,  322 
and  short  checks,  319-320 
basic  degree  of  liberality.  14-15 
charges  for  service,  62-63 
collection  service,  232-235 
early  bureaus,  59 
file  cards,  91,  92,  93 
form    letter    service,    195-197     190. 

200 
fraud  control  plans,  324-328 
groups,  64-67 

handling  of   inquiries,  60-61 
member's  obligation,  68 
number  of,  59-60 
pooling  plan,  224 
rating  prospect  lists,  246 
rejection  percentage  estimates,  45 
reports  of  credit  trends,  8-9 
repossession  estimates,  307 
services  and  costs,  60-68 
Springfield,  Mass.,  groups,  67 
St.  Paul,  Minn.,  groups,  67 
types  of  reports,  90-95 
uniform    application    forms,    81-82 

84 

Credit    Bureau    Management.    59-63 

230 
Credit  clothier,  office  personnel,  74 
Credit  costs,  13 
New  York  survey,  29-30 


Credit  department    rules,   350-351 
Credit  Helloes.  5,  161,  165,  189 
Credit  file,   123 
Credit  habits,  educating  a  nation   in 

344-357 
Credit  investigation,  88-89,  90-99 
distant,  92-97 
indirect  inquiry  best,  90 
mail  inquiry  methods,  95,  97 
telegraph,  94-95 
telephone,  92,  97,  99 
types  of  credit  bureau  reports.  90- 
95 
Credit  jewelers,  credit  group,  64 
Credit   limits,   25,   82,   87-88,    109-111 

162 
Credit  man.  and  organization,  69-77 
and  salesmanship,  70-73 
qualifications,  69-70 
test  of   efficient  organization,  75 
training  facilities,  76 
Credit  news  service,  bureaus,  144-145 
Credit  office,  equipment  and  systems, 
120-132 
location   of,    120 
Creditors'  committee,  240,  241 
Credit  policies,  community,  355-356 
Credit  problems,  several  trades,  65-67 
Credit  reference  record,  96 
Credit  slogans,  178,  354-355 
Credit  stamp  plan,  53 
Credit  terms,  47-58,  350-351,  355-356 
as  enforced,  57-58 
bargaining  device,  48 
competitive  device,  47-48 
control  device.  48-49 
instalment,  276-286 
length  of,  50-52 
Credit  unions,  4 
Credit   World,  68,   162,   163,  164,  257, 

323 
Critical  Analysis  of  the  Operation  of 
the  Bankruptcy  Act  in  Ohio,  A, 
241 
Crosby,  Charles  E.,  155 
Culbertson's,  79,  81,  109,  174,  247,  258 
Customer's  education,  334-335 
Customer's  report,  301 
Customers,    breaking    in    right,    291- 
292 

Dairies,  31,  75,  131,  253 

Dairy  products  company,  176-177 
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Dairy    Products   Mercliaudising,    176- 

177 
Dallas    Plant   Owners'    Association, 

341 
Daniels  &  Fisher,  160 
Daniels  &  Son,  Ralph  A.,  53 
Davis    Co.,   286 
Daytona  Beach,  Fla.,  31 
Deaths,  145,  146 
Debtors,  involved,  222-226 
Decency,  217-218 
Decoy  mail,  323 
Deferred  payment  accounts,  complete 

system   for,   127-130 
Delinquencies,  analysis  of,  309-310 
and  letter  series.   179-180 
causes  for,  155-156 
fitting  form  letter  to,  189-190 
instalment,  extent  of,  292 
percentage,  23,  27 
rating,   168 

reminders  before,  177 
Delinquent  letter  series,  credit  bureau, 
195-197,  199-200 
National   Retail  Credit  Association, 
198,  199,  200 
Delinquent  list,  164 
Dentists,  224 
Denver  Chamber  of  Commerce,  3Z2)- 

334 
Denver,  Colo.,  collection  percentages, 
31 
credit  sales,  9 
rejection  percentages,  45 
Denver  Dry  Goods  Co.,  261,  262,  340 
Department  of  Research,  261-262 
Department    stores,    5,   21-22,   31,   2i2- 
2,i,   35-36,   2>7,   38-39,   40,   41,   44. 
45,  52,  55,  56,  63,  64,  65,  67,  74, 
79,  89,  91,  109,  110,  111,  112,  123, 
131,   134,   135,   137,   138,   139,   140, 
141,   160,   161.   163,   164,   165.  166, 
167,    174,    184,    188,    191-193.   203, 
204.    208-209,    213.    244.    245-246, 
247,  250,  251,  253,  257.  258.  261, 
262,   266-267,  272,   275.   286.   309, 
312,    314-315,    316.    320.    329-334, 
338.  339-341.  342.  343. 
credit  group.  64,  65,  67 
credit  office  personnel,  74 
Deposit  Accounts,  56 
Derogatory   information,   144-154 


card  file  for,  154 

report  forms,  150-152 
Derogatory  matter,  extremely,   152 
Detective-collectors,  221 
DetectiA'e  service,  321,  2>2% 
Detroit  credit  bureau,  195,  197,  238 
Devil's    Lake,    N.    D.,    credit   bureau, 

351 
Dictating  machine,   188 
Dictation  mood,  186,  187 
Discounts,   advertising  plans,  286-287 

cooperative  approach,  55-56 
Disputed  accounts,  214,  215,  342 
Dividends,   in  bankruptcy,  240,  241 
Dodge  Electric  Co.,  293 
Donaldson  &  Co.,  L.  S..  134 
Door,  getting  inside,  218 
Draw-back  system,  143 
Driverless  car  companies,  64,  325 
Driver-salesman-collector,  75-76 
Dry  cleaners,  63 
Dry  Goods  Merchants  Trade  Journal, 

21 
Dry  goods,  returns  study,  329-331 
Drug  stores,  43,  204 
Dual  system,  124 
Due  notices,  159-160,  297 

Earners,  per  family,  3 
Eastern  Outfitting  Co.,  286 
"Easy  terms"  appeal,  289-290 
Econamic  Study  of  Rural  Store 
Credit  in  New  York,  An,  6,   17, 
29-30 
Economics   of  Instalment  Selling,   7, 

17,  37-38,  269,  285.  306-307 
Euucational     advertising,     and     indi- 
vidual store.  352-354 
appeals,  347-349 
cost  of,  344-347 
inserts,  351-352 
media,  347 

membership  signs,  352,  354 
National   Association  cooperation. 

347 
news  column  publicity,  352,  353 
radio,  351 
"Efficiency  department,"  341 
Efficiency  percentage,  309 
Electric  Refrigeration  News,  342 
Electric     refrigerator     sales     branch, 

341-342 
Electric  refrigerators,  49 
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Electrical  stores,  293 
Electric  system,  133,  139,  140 
EIniira,  N,  Y.,  credit  bureau,  166 
Emergency    situations    and    industrial 

banks,  18 
Employer,     consulting     bv     telephone, 

97 
Employer,  notice  to,  195 
Employment   expectation,   285-286 
Enterprise  Furniture  Co.,  264 
Envelopes,    return,    97,    131.    185-186, 

250 
Ethics  of  Business,  The,  357 
Ethics,  code  of,  356-362 

of  credit  advertising,  354-355 
Evening  Star,  352,  353 
Exchanges,  249 
Exemptions,  230-231 
Extensions,  22,  190,  291,  301-302 

Fall  River,  Mass,  31 
Families,  earnings,  3 

use  of  credit,  8 
Famous  &  Barr,  124 
Farm    machinery,    carrying   charge, 
277 

down-payments.  279 

instalment  sales  of,  7 

payment  period,  279 
Farin  supply  stores,  7,  17,  29 
"Fashion  Floor,"  250-251 
Fashions,  257 

Fast  adjustment  service,  340 
Fear,  169,  183-184 

Federal  Reserve  Bank,  collection  per- 
centages, 35-36,  38-39 
Federal   Reserve   Bank  of   Boston,  38 
Federal  Reserve  Bank  of   San  Fran- 
cisco, 38-39 
Feed  stores,  7,  17,  29,  30,  53 
Ferguson  Furniture  House,  122 
Fertilizers,  53 

Files,  121-123,  135-136,  154,  160,  161, 
162,   163,   166,   167,  254,  259,  294, 
320,  343 
Filing,  272-273 
Finance,  13,  14,  15-18,  274-276 

advertising  campaigns,  344-345,  345- 
347 
Finance  companies,  94 
Finance  company  service,  276 
Fine  for  delinquency,  55 
Floaters,  106 


FloornuMi,    246 
and  checks,  314-315,  316-317,  318 
and    identification    138-139 
authority    to    O.    K.    charges.    133- 
134 
Florists,  159 

Folders,  349,  350-351,  352 
Follow-up  routine,    160-166,    179.    180. 
184-185.    186,    191-193,    199,    202- 
204,  278,  287.  289 
instalment.  292-304 
lay-aways,  343 
Food  stores,  31 
Foreword,  vii-viii 

Form    letters,    118-119,    165-166,    180- 
181,  189-201.  245-252.  259-265 
based  on  special  conditions,  200-201 
credit  bureau  service,  195-197 
department  store  forms,   191-193 
do's  and  don'ts,  191 
individualized  series,  201 
National   Retail  Credit  Association, 

198,  200 
type  situations,   189-191 
Formula,    instalment    outstandings, 

275-276 
Forwarders,  237-238 
Franklin  Simon  &  Co.,  137,  138 
Frauds,  314-328 
Fraudulent  purchases,  320-321 
Freund,  J.  L.,  292 
Front-porch   advertising,  253 
Fruit  and  produce  dealers,  67 
Furniture  Record,  155,  322,  343,  279 
Furniture  stores,  7,  17,  22,  32,  34,  37, 
38-39,   40,   43.   45,   64,   67,   74-75, 
91,    122,    152,   224,   226,  244,   264, 
275,  278,  279,  280,  284,  286,  288. 
289,    291-292,    293,    297-298,    300. 
301,   302,   306,   307,   308-309.   324. 
341,  354-355 
credit  group.  64,  67 
credit  office  personnel,  74-75 

Gamlen,   E.,  28 

Gano-Downs,  119,  175 

Garages,  7,  17,  29 

Garnishment,  22,  216,  229-230 

Garties,  C.  A.,  139 

Gas   stoves,   carrying  charge,  277 

down-payments,  279 

instalment  sales  of.  7 

payment  period,  279 
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General  conditions,  survey,  153 

General  stores,  7.  17,  29,  30,  IT,  40 

Geographic  file,  121 

Gifts,  289 

Gilchrist   Co.,   134 

Good-will,  169 

Gorrell,  Walter  H.,  156-157 

Gradual  expansion  best,  240-243 

Greeley,  Colo.,  credit  bureau,  319 

Greer,  P.  O.,  292 

Grigsby,  Lewis  Sinclair,  352,  353 

Grocery  stores,   6,   7,    10,   Z1 ,   42,   43, 

162,  203.  224 
Groups.  64-67,  151-152.  ^iiZ-^i^ 

and  fraud  risks,  324-328 

and  involved  debtors,  224-225 

collector  plan,  215-216 
Guaranteed  Attorneys'  list,  237 
Guaranties,  107 
Guarantors,  letter  to,   190 
Guaranty  facts,  seven,   113 
Guaranty  loan,  225 

letter  proposing,  190 

Hale  Bros.,  342-343 

Harbour-Longmire,  341 

Harrisburg,    Pa.,   collection   turnover, 
345 

Harris  Department  Store,  109 

Hardware  Store  Survey.  \927,  16 

Hardware  stores,  7,  16,"  17,  25.  29,  40, 
41,  43,  252-253,  273,  275  283 

Harvard  Bureau  of  Business  Re- 
search, 6,  10.  40,  41,  42 

Heermance,  Edgar  L.,  357 

Hewitt,  James  R.,  110-111 

Hibbard  &  Co.,  251 

Hills,  W.  G..  323 

Holtzclaw,  Henry  F..  6.  7.  40,  42.  50 

"Home-coming  week."  200 

Home  furnishings,  returns  study,  329- 
331 

Home  ownership,  4 

Honesty,   169 

Hooven  machine,  161 

Horder's,   136-137 

Hours,  for  telephoning,  204 

House  and  barn  bills,  terms,  51 

Household  furniture,  carrying  charge, 
277 
down-payments,  279 
instalment  sales  of,  7 
payment   period,  279 


Hubbell's  Legal  Directory,  237 
Hull,  Arthur  M.,  53-54 
Humor,  173,  186,  206 
Hurst  Bros.  Co.,  251 

Identification,   138-139,  318 
Immediate  purchase   desired,  88-89 
Impersonal    collections,    292-293,    298- 

300 
Impersonation  frauds,  314-315,  320 
Impressions,  taking  application,  88 
Improvements,  carrying  charge,  277 

do\\Ti-pa\Tnents,  279 

payment  period,  279 
Inactive  accounts,  reviving,  256-268 

analysis  of.  259 

credit  card,  265-266 

letters,  259-265 
Income,   family,  3 
Indexes,  121-122 
Indignant  customer,  70-71 
Individual,    and    community    policies, 
356 

suiting  terms  to,  284-285 
Individualized  treatment,  218 
Industrial  banks,  4,  225 
Industrial    loan    companies,    224,   225, 
326-327 

and  stores,   152-153 

credit  application,  82-83 

credit  group,  64 
Information   file,    121 
Information-takers,   78-79 
Instalment    credit,    fundamentals    of, 

269-290 
Instalment   credit   group,    151-152 
Instalment  note,  272 
Instalment  plan,  19 

advantages  of,  2 

application  forms,  81,  82 

capital  requirements,  274-275 

collection  percentages,  38-39 

collections.  291-313 

credit  limits,  111 

due  notices,  159-160 

finance,  274-276 

instrvunents,  271-274 

operating  forms,   127-128 

posting  system  account^,  receivable, 
126-127 

selling  i)olicy,  267-270 
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sliall  store  sell  011,   10-20 

variables,  270 
Jiistahiiciit  Sriliiiii  and  Its  l-'tnaucinq. 

278 
Instruments,  instalment.  271-274 
Insurance  agencies,  67 
Interest.  22,  54-55,  159,  275,  276,  277 
Interview,   taking   application,   78.   79, 

83-88 
Introduction  coupons.  287 

Jacobs,  A.  S.,  28 

Jewelry  store  goods,  carrving  charge, 

277 
down-payments,  279 
instalment   sales  of,  7 
payment   period,  279 
Jewel rv  stores,   19.  20.  32.  34.  42.  44, 

45,    52.    64,    78-79,    131.    202-203, 

207,  222.  224.  274,  275.  279,  283. 

285-286.   287.   288.   289.   290,   292, 

304,  309-312,  320 
Johnston,  R.,  110 
Jones  Stores,  Co.,  135 
Judgment  notes,  227 
Justices  of  Peace,  229 

Kansas  City  credit  bureau,  351 
Kansas  Studies  in  Business,  No.  1,  6. 

37,  40 
Kansas  Studies  in  Busi)iess,  No.  4,  50 
Kansas  Studies  in  Business,  A^o.  7,  SO, 

279,  305 
Kardex  systems  of  control,  127 
Keeler,  John  N.,  8 
Kerr  Dry  Goods  Co..  126 
K  F  R  C,  351 
Kindig,  H.  E.,  191-193 
Kiplinger    Washington    Agencv,    269- 

270 
Knight's  Ladies'  Wear,  57 
Kresge  Department  Store,  257 
Krieger,  Fred  S..  8 

Lamson  &  Hubbard  Co.,  134 
Laramie    County    Credit    Rating    Ex- 
change, 232.  233.  235 
Last   resorts,    170.    184.    185,    186.  222- 
242 
extent  of   use,  222 
Laundries,  31,  72-73,  75,  152.  161-162. 
325 
credit   group.  64 


Law  of  averages,  133,  169,  316 
La  wo.  G.  A..  352-353 
Lay-away s,  342-343 
Lay-over,  average,  several  cities,  94 
Lease,  271-272 

Ledger,     Kardex     deferred     pavnicnt 
system,  128-129 

variety  of  forms,  130-131 
Legal  formalities,  a  practical  view,  5 
Legal  remedies,  222,  228-231 
Leonard,  Fred,  160 
Letter  costs,  188 

delinquent  series,  197 
Letters,  adjustment.  340 

fraudulent  use.  315 

iiKluirv.  95,  97 

inserts.  119.  256-257,  351-352 

notification,  118-119 

promotion,    245-252,    254-255.    258- 
266.  286.  287-288.  289 
Lewis  &  Son  l)rv  Goods  Co.,  A.  T., 

191-193 
Liebes  &  Co.,  H.,  265-266 
Lien  waiver,  327 
Life  insurance  resources,  3-4 
Life   Insurance   Sales   Research 

Bureau,  3 
Limit  upon  inactivity,  259 
Lindner  Co..   109 
Lists,  classified,  266 
Lit  Bros.,   134 
Literary  Digest,  8 
Livingston  Bros.,  160-161 
Loring,  W.  S.,  251 
Love,  Robert  A.,  306-307 
Lowrie,   Josephine   A..  280,  282,   302, 

306,  308-309 
Lytton  &  Sons,  Henry  C,  125,  129 

Macy  &  Co.,  R.  H.,  deposit  accounts, 

56 
Mail  orders,  284 
Markets,  52-56,  67,  162.  222.  253.  315- 

316 
Mark-ups,  14.  43-44,  283-284 
Marriages  anci  divorces,   145-147 
Married  couple.  225-226 
Martindale's  Directory,  237 
Martin,  R.  S.,  351 
Master  index,   121 
May  Co.,   109,   134 
McCartney.  R.   R..  57 
McCaskey  e(|uipment.   162 
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McDaniel,  Ruel,  176-177 
McMullen,  A.  D.,  8 
Meat  Merchandising,  56,  253 
Mechanical  refrigerators,  49 
carrying  charge,  277 
down-payments,  279 
instalment  sales  of,  7 
payment  period,  279 
servicing  the   customer.  341-342 
Merchandise,  and  credit,  14,  18-19 

and  instalment  terms,  283 
Merchandise  Repossessions  in  the  In- 
stalment   Furniture     Trade.    280, 
306,  308-309 
Merchandising  appeals,  248 
Merchants'  Association  of  New  York. 

241 
Merchants'   Association   of    San   Jose. 

232-233 
Merchants'     Credit    and     Adjustment 

Co.,  149 
Merchants'    Credit    Bureau.    Inc..    82, 

84,  321-322 
^Metropolitan   Casualty   Insurance  Co., 

195 
Meyer,  Leopold  L.,  346 
MidiL'esf  Coal  Retailer.  53-54 
Milk  dealers,  67 
Miller,  Frank  L.,  8 
Milliners,  63 
Minneapolis    collection     percentage, 

345 
Minneapolis  Journal,  344 
Minors,  81,  82,  87,  108-109 

frauds  by,  321 
Money  ratings,  110 
Montgomery  Fair,  134 
Monthly  inspection  of  accounts,  25 
Moore,  T.  J.,  140 

Mountain  States  Tel.  &  Tel.  Co.,  210 
Music    stores,    45,    83.    91.    152,    206, 
207,   226.   294,   295.    200-.100,    .101, 
302-304,  308,  324 
cred't  group,  64 
Music  Trade  Ret'irtv.  294,  299 

.Xatlian's,   260 

National  Association  of  Rusiness 
Writers,  iii 

.\ationaI  Association  of  Credit  .Men, 
Department  <>f  iMlucation  and 
Research,  lind  (lol)i  siiidics,  41,  43 


National  Association  of  Finance  Com- 
panies, 278,  305 

National    Association    of     Mercantile 
Agencies,  59 

National  Association  of  Retail  Cloth- 
iers, 6 

National  Automotive  Financing  Con- 
ference, 278 

National   Chain   Store   Grocery   Asso- 
ciation,  10 

National  City  Bank,  5 

National  Posting  Machine,  126 

National  Retail  Clothier.  269-270 

National    Retail    Credit    Association, 
iii,   V,   60.   68,    110,    164,    176-178. 
198.   199,  200,  316,  322,  346.  347, 
348,  350,  356-362 
Service  Department,  92,  93,  95 

National   Retail   Dry   Goods   Associa- 
tion, 244,  263 

National    Retail    Furniture,    Institute, 
9,  278,  297-298 

National    Retail    Hardware    Associa- 
tion, 7-8,  16,  25-28,  41.  273 

National  Surety  Co..  157 

Nebraska  Studies  in  Business.  No.  6, 
2,7 

Neiman-Marcus  Co..  251-252 

Neusteter  Co.,  125 

New  account,  bonus  plan,  252-253 
instalment  drive,  286 
opening,   118-119 
worth  of,  244 

New  account,  getting  the.  243-255 

New  charge  customers,  promotion  of, 
257-259 

Newcomers,  247-248 

Newlyweds,  248 

New  Orleans  credit  bureau,    195,   197 

Newspaper  invitation,  251.  253-254 

Newspapers,  159 

New  Year's  letter,  193-194 

\cw    York    University,    School    of 
Commerce,  xi 

.X'iles,  Henry  ¥..,  3 

.\inety-day    delinquents,    166 

No-account  charge,   142 

"No-name"   letter,  200 

Non-delivery  complaints,  338-339 

-Non-responsibility  notices,  148 

-Northwestern    University,    School    of 
ConmuTcc,  6 

.Vot -at -homes  221.  20Q-210 
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Notes.  275 

Note  settlements,  22b-227 
Xotification   card,    119 
Xumbers,  "silent."  210 
Nystrom,   Paul  H.,  9 

Office  costs,  chain  jewclrj-   sianiiards, 

311 
Office  credit  expense,  analysis,  28-29 
Office   management,   credit,   comliined 

with,  69 
"Official  receivership  plan"  241 
Ohio    State    University.    Bureau    of 

Business    Research,   4.^,   241,   274, 

280,  282,  306.  308,  329 
Ohio    Valley   Retail    Furniture   Asso- 
ciation. 322 
Old    accounts,    more    business    from, 

256-268 
Old  customers,  importance  of,  257.  288 
Omaha.  Nebr.,  credit  bureau,  352 
Onstott.  Frank  Curtis,  xi 
Operating    forms,    instalment    plan, 

127-128 
Oppenheim,  Collins  &  Co.,  xi,  257 
Order  of  repossession,  301 
Overlimits.   140-141 

Paid  up  accounts,  letters  to.  289 
Paint  dealers,  credit  group.  64 
Parker,  F.  E,  8 
Parker.  Willis.  342 
Partial  payments.  162.  190,  209 
Party  line,  211 
Pause,  telephone.  209 
Pay-days,  180 
Paying-habits,  156 
Payments,  down.  278-279 
form  letter  acknowledgment,   195 
frequency,  279-280 
instalment  chart,  280.  281 
time  to  complete,  279,  285-286 
Pay    Promptlv    advertising,    62.    119, 

344,  345 
Peak-period  problem,   139 
Peller,  Chas.,  57 
Penalties,  54-55 
Pending  file.   121 
Perforated  letter  stunt.  194 
Performance    standards,    collectors, 

221 
Personal   call,  collecting  by,   170,   189. 

212-221 


collection   salesmanship.  218-220 

how  used.  212-214 

size  of  claim.  214 

supervision  of  collectors,  214-217 

when  to  make,  220 
Per.sonnel,  29,  32,  73-76,   139 

and  collection  policies.  22 
Pettee's,  252-253 
Petty  sale,  9 
Phillips.  A..  160-161 
Phonographs,   carrying  charge,  277 

down-payment,  279 

instalment  sales  of,  7 

payment   period,  279 
Physicians,   224 
Pianos,  carrying  charge,  277 

down-payment,  279 

instalment  sales  of,  7 

payinent  period,  279 
Piano  stores,  37-38,  45.  292,  306-307. 

309 
Pin  letter,  195 

Pittsburgh  credit  bureau,   149.   150 
Pittsburgh   credit  bureau   telephone 

keywords,  92 
Pittsburgh    Merchants    Council.    334- 

335 
Pittsburgh  returned  goods  sttidy,  ?)^)1 
Plummer,  Wilbur  C,  275 
Poindexter,  R.  H,,  344 
Pontiac,   ^Nlich.,  credit  bureau,  318 
Pooling  plan,  224 
Postdated  checks,  320 
Po.sting  and  billing,  performance.  124- 
126 

three  .systems,  123-126 
"Preferred  list,"  289 
Prepaid  inquiry  tickets,  92-94,  98 
President's  letter,  340 
Pride,  169,  182,  183 
Private  sale,  264 
Profit  and  Loss,  24,  25,  148,  150.  152, 

161,  310,  311,  312 
Promises,  162,  210.  219,  293.  301 

not  kept,  190,  208-209 
Prosecution,  320,  328 
Prospects,  lists  of.  245,  246,  248 
Public  relations  department,  267 
Pyramiding,  326 

Questions,    application.   80,   87 
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Radio  Credit  Sales  in  Kansas,  7 

Radio  publicit}-,  351 

Radio  sets,  carrying  charge,  277 

down-payments,   279 

instalment  sales  of.  7 

payment  period,  279 
Radio  stores,  7,  42.  50.  275-276.  279. 

280.  305 
Ranges,  28?i 

Rating  books,  60.  61-62.  246 
Rating  code.  61-62 
R.  C.  A.  Weekly  Nezvs  Report,  63 
Ready-to-wear,  Denver  return  polices, 

returns  study.  329-332 
Receipt  for  instructions,  217 
Receipts,  118.   126.  127.  128 
Redewill  .Music  Co.,  299-300,  302-304 
Reference  Clearance  Bureau,  8 
References,    cleared    through    bureau, 
90,  91 

inquiry  of,  95,  97 

"plants,"  99 
Refer   rating,    113 
Regard    for    reputation,    169.    182-183, 

184 
Regularity,  in  follow-up,  180 
Rejection  percentages,  24,  44-45 

and  advertising  media,  288 
Reminders,  172-177.  181,  202.  203.  204, 

208-209,  300,  348.  351 
Remington     Rand    Business     Service, 

Inc.,   135 
Renewal  problem,  226-227 
Repair  work,  49 
Replevin,    228 
Report  clerk,  60-61 
Reports,  analysis  of,  113-117 

collection  department,  234 

collector's,  214,  219,  220-221,  298 

file   information   and   references,   91 

foreign,  92-97 

jewelry  chain,  311-312 

standard,  90-91 

telegraph,  94-95 

telephone,  92 

where  there  is  no  credit  station,  95 
Repcjssessions,  108,  149,  150,  151.  152, 
272,  278,  .301-308 

automobiles,  ,305-.W) 

chain  jewelry  i)f)licy.  312 

credit  bureau  estimates,  307 

entry  upon  i)remises,  308 


furniture,   306 

handling  for  resale,  307-308 
pianos.  306-307 
radio,  305 
report  form,  324 
resale  of.  307 
Reputation,   348 
Research  Bureau  for  Retail  Training. 

332 
Retail    coal    dealers.    52,   80.    91.    136, 

246 
Retail   coal   dealers,   credit  group.  64. 

66-67 
Retail  coal  trade,  terms,   11-12.  53-54 
Retail  Credit  Men's  Association,  Den- 
ver, iii.  95.  146.  147-148.   151-152. 
197,  319,  324.  325-327 
group  plan,  64-67 
Retail    Credit    Men's    National    Asso- 
ciation, vii.  28,   74,   59.  344.  352- 
353 
Retail  Credits  and  Collections,  187-188 
Retail    Dealers'     Protective    Associa- 
tion, 59 
Retail  Ledger,  53,  251 
Retail   lumber   dealers,   35,   41-42.   43. 

50-51,  52,  263-264,  276 
Retail  Merchants'  Association.  239 
Retail     Merchants'     Bureau,     Denver. 

Retail    Merchants'   Credit  Association 

of  Los  Angeles.  44-45 
Retail  Statistics  Service.  267 
Retailers'   Credit   Association  of    San 

Francisco.  351 
Return  policies.  2>i2-iii 
Returned  goods,  329-335 
Revision  clerk,  61 
Richmond   Credit  bureau.    149-150 
Rike-Kumler  Co.,  139 
Riley,  M.  G.,  351-352 
Risk  analysis,   100-119 

borderline  applicants,  111-112 

character,  101 

commercial  accoimt>,   107-108 

five  test  ([ucstions,   100 

husband  and  wife,  108 

income,   102 

introduced   applicants,    l()5-10(i 

liens.   107 

minors,    109 

f)bligations,   102-103 

paying  record,  103-104 
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propcTty.  101-102 

(|uestional)le  record,   105 

references,  analysis  of,   101 

residence,   101 

suh-standard  occupations  and  tvpes, 
106 
Roberts  Bros.  Co..  297 
Rothscliild,   Maurice  L.,   110 
Russek's,  252 

"Safety  principles,"  270 

Saginaw,    Mich.,    credit    bureau,    195, 

197.  199,  319-320 
Sale  contract,  271-274 
Sales-and-credit  file,   136 
Sales    checks,    89,    123.    124-125,    127, 
135,   139,   140,  142,   143,  333,  342- 
343 
Salesmanship,  302-303 

in  adjustments,  335-338 

in  credit,  70-73 

taking  application,  84-88 
Salesmen,  credit  instructions,  83 
Salespeople,  332 

and  checks,  316-317 

and  credit,  19 

concealed  file  for,  136 

in  authorization  systems,   133-134 
Sanborn,  Theo.  A.,  50,  52 
Savings  deposits,  4 
Savings  plan,  253 
Schey,  H.  A.,  278,  293,  297-298 
Sears,    Roebuck  &   Co.,   credit   appli- 
cation, 82 
Seeton,  Ross,  291 

Seligman,    E.    R.    A.,    7,    9.    17,    37- 
38,  269,  275,  278-279.  285,  306-307 
Selling,  Ben,  79 
Sense  of  fairness,  169,  182 
Service  Bulletin,  233 
Service  Department,  33i 
Servicing  the  customer.  341-342 
Sewing    machines,    carrving    charge, 
277 

down-payments,  279 

instalment  sales  of,  7 

payment  period,  279 
Shame,  169 

Sheet  review  method,  243 
Sherwin,  Williams  Co.,  150 
Shoes,  returns  study,  329-331 


Shoe  .stores,  7,  32,  34.  40.  75-76.   1.^6. 

224,  244-245,  264,  26<'. 
Shopping  check  system,  56,  57 
Shortage  complaints.  3.W-3.30 
Short  checks.  .349 

report    form.   319 
"Short  cuts."  272-273 
"Shorts,"  152,  325 
Shryer,  W.  A.,  218 
Signals,   122-123,   1.30.   1.35,   1.36.   1.37 
Signature.  78.  109.  132.  138,  321 
Silk  hosier}',  333 
Skip  losses",  308-309 
Skips,    149,    150,    152.    214,    221.    280. 

321 -.324 
Skippers'  club,  322-323 
Slow  pay  customer,  188 
Small  balances,   190.  312 
Small  \vares,  returns  study,  329-331 
Smith,  Waher  T..  54-55 
Smith,  Warren  G.,  233 
Smyth   Co.,   John    M.,  278,  293,  297- 

298 
Social  and  Economic  Consequences  of 
Buying    on    the   Instalment   Plan. 
275 
Solicitation,  charge  account,  card,  246 

letters,  245-252 

letter  dress,  249-250 

solicitors,  253 

telephone,  253 
Solon,  Milton  J.,  344-345 
Southern  Hardware,  54,  283 
Special  Service  Department,  259 
Specialty    stores,    32.    33,   37,   41,    55, 

106,  263,  265.  266,  316.  337 
Spencer,  Leland,  6,  7,  17,  29-30 
Split  platen  system,  124,  125 
Spokane,  Wash.,  credit  bureau,  IW) 
Sporting  goods  store,  203 
Standard  Furniture  Co.,  300 
Standard  Oil  Co.,  230 
Starch.  Daniel,  3 

Statements,     158-159.     IM.     174.    214. 
217 

duplicates  for  collector.  217 

inserts,  256-257 

production,    131 

stunts,  264 
Stationery,  136-137,  178,  25U 

and  office  outfitting  stores.  42 
Statutes  of  limitation,  227 
Stccker.  Inc..   1.34 
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Stenographers,  74,  165.  178-179,  191 

Stickers,  89,  160,  164.  173,  176.  188 

St.  Louis  credit  bureau.  195,  197,  354 

Stoneman,  Wallace  C,  189 

"Stop  sheet,"  134 

Store,  location,  and  credit,  14 
personnel,  and  credit.  14 
service  and  credit  poHcies,  18-19 

Story,  K.  W.,  164 

Straus  &  Sons  Co..  Herman,  140 

Strauss  Alarket,  222 

Stromberg-Carlson,  281 

Stunts,   186 

Suit,  22.  229 

Supervision,  credit  bureau.  61 

Supervision     of     accounts,     machine. 
296-297 

Suspense  ledger,  24 

Tact,  in  credit,  71-72,  217-218 

Talkes,  S.  H..  8 

Taxes,    and    instalment    instrument, 

271 
Telautograph,  120 
Telephone  buying,  267 
Telephone,    collecting    by,     170.    297, 
202-211 

approaches,  206-208 

best  hours  for,  204 

customer  who  waits,  210 

operatives.  205-206 

pause,   209 

reminders,  202,  203,  204,  208-209 

special  facilities,  210-211 
Telcplione    company.     168.     177.    203, 

214 
Telephone  selling,  266-267 
Ten-payment    plan,    19,   43,    272.   274, 

283-284,  292 
'I'cn-paymcnt  Plan  of  Kctaiinui  Men's 

Clothing,  The,  43 
Terms,  adaptation  to  risk,  112-113 
The  Davis  Co.,  286 
The  Druggist.  204 
Tickler  files,  121 
Time  limits,   111 

merchandise  return^,  333 
Tips,  149 
Tire  stores,  42,  152 

cretht  group,  64 
'I'oledo  credit  biirc.iu.   195 
Tracing,  217 


methods,  321-324 

service.  321-322 
Tractors,  carrying  charge,  277 

down-payments,    279 

instalment  sales  of,  7 

payment  period,  279 
Trade  association  skip  service,  322 
Trade  clearance  report,  93 
Trucks,  carrying  charge.  277 

down-payments.  278-279 

payment  period,  279 
Truesdale,  J.  R.,  59.  63.  230 
"Trustee"  process,  229 
Tubes,  consecutive  handling  of.  140 
Tube  system,  139,  140 
Turnover  of  receivables,  23 
Twelve  rules  for  checks.  317 
"Twisting  the  sale,"  118 

Uncompleted  sales,  72 
Unemployment,  32,  304 
Unit  system,  123-124,  125 
University  of  Colorado.  42-43 
University  of  Denver,  iii,  xi 
University     of     Kansas.     Bureau     of 
Business  Research,  40.  42.  50,  52, 
76 
University  of  Nebraska,  37,  40 
University  of  Pittsburgh,  332 
Unjust  claims.  152 
"Unreturnable"  goods.  332-333 
Unsatisfactory  accounts,  325,  326 
Unused  departments,  265-266 
Urge  to  action,  185-186 
Used    cars    and    trucks,    carrying 
charge,  277 

down-payments,  279 

payment  period,  279 

X'acuum   cleaners,   carrying   charge. 
277 

down-payments,  279 

instalment  sales  of,  7 

payment   period,  279 
Van  dc  Water,  J.  II.,  44 
Visible  Scale  Method,  130,  295-29(. 

Wage  assignments,  22 
Walker.  A.  J.,  xi,  257 
Walker,  E.  E.,  225-226 
W'nshing    machines,    cnrryini:    charge, 
277 
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instalment  sales  of,  7 

payment  period,  279 
Watch-card  service,  149 
Weak    risks,    safeguarding    credit    to. 

112-113 
Weld  County  Credit  Associations,  147 
Weld    Countj'.    Colo.,    credit    bureau, 

317 
Welsh  &  Levy.  349,  350-351.  352 
Western   Fuel   Co..  80.  24f. 
Williams,  Walter   :M..  50 
Wives.  349 


as  co-makers,  112-113 
U'omcu's  Wear  Daily.  250-251,  259 
Women's    wear    stores,    57,    91,    203. 

250.   252.   257.   264-265.  2f/),  3^.^ 

334 
Woodlock.  David  J.,   iii.  vii-viii,  93 
Worcester,  Mass.,  31 
Working  capital  and  credit.   14 

^'oung  men.  340 

Zanesville,  charge  account  survey,  8 
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